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By Robert E. Wright 
and Richard Sylla 

Foreword by 
Charles M. Royce 


“Genealogy of American 
Finance is a treasure trove 
of information on American 
banking and its history, in 
an unusual — and unusually 
useful — format." 

— John Steele Gordon, 
at/fhot of Empire of Wealth 


An immersive history of 50 major American 
banks and their transformation of the nation 
into a leading world power. 

In this gorgeously illustrated hardcover book — published by the 
Museum of American Finance and Columbia Business School 
Publishing — readers learn how 50 financial corporations came to 
dominate the US banking system, shaping the nations political, social 
and economic growth along the way. A story that spans more than 
two centuries of war, crisis and exciting promise, this account reminds 
readers that American banking was never a fixed enterprise but has 
evolved in tandem with the fits and starts of the country. A key text 
for navigating the complex terrain of American finance, this volume 
draws a fascinating family tree for projecting the future of a nation. 
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THETICKER 


MUSEUM NEWS 


Financial History Goes Digital 


This issue of Financial History magazine 
coincides with two major events: the long- 
anticipated opening of the Museum’s gold 
exhibit, “Worth Its Weight: Gold from 
the Ground Up,” on November 19 and 
the 50th anniversary of Warren Buffett’s 
leadership of Berkshire Hathaway, which 
will be marked with an important value 
investor symposium at the Museum on 


November 11. It is also significant because 
with this issue we have launched a digital 
edition. We will publish this issue and the 
next in print, but we expect to phase out 
the print edition eventually and move to 
an all-digital format. 

There are many benefits to digital pub- 
lishing, including the potential to reach a 
much wider audience; to enhance content 
through embedded links; and to show- 
case objects, documents and photographs 
from the Museum’s unique collection in 
full color. At the same time, it will be a 
tremendous savings in both production 
and distribution costs in this ever-difficult 
fundraising environment. 

For some, like me (who still reads sev- 
eral newspapers a day and really enjoys a 
hard copy), this change may be difficult at 
first, but it is time the Museum changes 
with the world around us. What will not 
change is the same outstanding content 
that our editor and editorial board will 
provide; the magazine remains one of the 
crown jewels of the Museum. 


We also continue to increase the size 
of our Board, and we welcome three new 
Trustees this fall. John Davidson III is the 
chief compliance officer at Citibank and 
serves on its Executive Committee. Marge 
Magner is managing partner of Brysam 
Global Partners, LEG and spent 20 years at 
Citibank, where she was chair and CEO of 
its Global Consumer Business. Karen Seitz 
is the founder and managing 
director of Eusion Partners, 
having previously been at 
Goldman Sachs, where she 
was a partner. 

The Vice Chair of our 
Board, Andrea de Cholnoky, 
will represent our Museum at the annual 
meeting of the International Eederation 
of Einance Museums (lEEM) in Beijing 
from October 29 through November 1. The 
Chinese Museum of Einance is hosting this 


year’s conference and will showcase some 
21 different finance museums from around 
the world in their grand exhibition hall. 
We are honored to represent the United 
States with a kiosk and exhibition area in 
which we will showcase a reproduction of 
our “America in Circulation” exhibition, 
featuring the collection of Mark R. Shenk- 
man. Andrea will attend the conference 
and will work with our counterparts from 
around the globe. There will be many high- 
profile speakers at the conference, includ- 
ing the head of the Chinese central bank. 

This has been a very busy season for the 
Museum, with our new gold exhibit open- 
ing and a first-rate roster of speakers and 
programs. As we head towards the holiday 
giving season, we ask you again to assist 
us in your year- end philanthropy so that 
we can continue to provide you with these 
wonderful programs. $ 



n 

1 . . 

Message to Members 


David J. Cowen President and CEO 



The digital edition of Financial History wWl be available in full color 
and can be found at www.moaf.org/financialhistory. 


Daimler-Benz becomes the first German 
company to be listed on the New York 
Stock Exchange. 



Paul Voicker becomes chairman 
of the Federal Reserve. 
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THETICKER 


MUSEUM NEWS 


MoAF and Vested Reach Milestone with 
Communications Executives Advisory Panel 


This fall marks the first anniversary of 
the Museum’s Communications Execu- 
tives Advisory Panel, which brings together 
communications and marketing leaders 
from America’s top financial institutions. 
The panel serves as a forum to collaborate 
with the Museum as it pursues closer ties 
with, and opportunities to add greater 
value to, the Wall Street community. The 
panel is co- chaired by Museum President 
David Cowen and Dan Simon, CEO of the 
Wall Street communications firm Vested. 

A primary mission of the panel is to 
assist in developing topical and engag- 
ing programming, such as the “Bitcoin 
and the Euture of Payment Systems” event 


featuring former Secretary of the Treasury 
Lawrence Summers and the “Going Pub- 
lic?” program featuring NYSE President 
Tom Parley. The Advisory Panel also serves 
as an invaluable networking opportunity 
for its members across the various sectors 
of the financial services industry. Member- 
ship on the Communications Executives 
Advisory Panel is by invitation only, and 
meetings are held quarterly in the Muse- 
um’s Grand Mezzanine exhibit hall. 

Participating firms and organizations 
include Accenture, AIG, Bank of America, 
Betterment, Bloomberg, Broadridge, Capco, 
CME Group, Credit Suisse, Deutsche Asset 
Management, DTCC, Enso Pinancial 


Analytics, the Pederal Reserve of New York, 
Pinancial Communications Society, Pirst 
Investors Corporation, Goldman Sachs, 
Gramercy Institute, ING, Macquarie Bank, 
Mastercard, MetLife, Moody’s, Morgan 
Stanley, MUPG Union Bank, New York 
Life, New York Stock Exchange, Oppen- 
heimer, PineBridge Investments, Protiviti, 
Rockefeller & Co., Roundtable Partners, 
Santander, S&P Dow Jones, UBS Americas 
and Voya. 

More information on the Museum’s 
Communications Executives Advisory 
Panel can be found at www.moaf.org/ 
advisorypanel. $ 




Dan Simon, CEO of Vested, leads a discussion at a recent meeting 
of the Communications Executives Advisory Panel. 


Bill Wreaks of the Gramercy Institute participates in a roundtable discussion. 



The Dow Jones Industrial 
Average begins continuous 
daily publication. 



The Boston Stock Exchange 
opens for trading. 



1 8 banks in New York City 
suspend payments on loans, 
setting off the Panic of 1 857. 


www.MoAE.org | Fall 2015 | EINANCIAE HISTORY 5 




THETICKER 


MUSEUM NEWS 



Images from the Museum's gold exhibit, opening November 19 



In the same room where the Declaration 
of Independence was adopted 1 6 years 
earlier, the Insurance Company of North 
America holds its IPO at $10 per share. 
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THETICKER 


MUSEUM NEWS 




1 . Cuffling bracelets in four gold alloys — green, 
white, yellow and rose — by contemporary 
jewelry designer Marla Aaron. 

2. IS-karatgold and jewel encrusted Monopoly 
set by renowned jewelry artist Sidney Mobell, 
courtesy of the National Museum of Natural 
Elistory, Smithsonian Institution. 

3. 1940s Tiffany jewelry suite, courtesy of the 
Tiffany & Co. Archives. 

4. Rare USTreasury Department gold license, 
courtesy of Alan Kaye. 

5. 14-karat gold Nokia cell phone encrusted with 
diamonds, rubies and sapphires by Sidney 
Mobell, courtesy of the National Museum of 
Natural Elistory, Smithsonian Institution. 

6 . Decorative gold objects, courtesy of the 
Rothschild Collection. 

7. Dentures with gold alloy base and porcelain 
teeth, courtesy of the National Museum of 
Dentistry. 

8 . Gold coin depicting Augustus from a rare 
"12 Caesars" collection, courtesy of Thomas 
Tesoriero. 

9. "The Independent Gold blunter on Elis Way 
to Klondike," 1 895, courtesy of John E. Elerzog. 

10 . Gold boat bar, courtesy of the Rothschild 
Collection. 

11.1 880 gold mining vignette by the American 
Bank Note Co., courtesy of Mark D.Tomasko. 



Exxon and Mobil merge to 
form ExxonMobil Corp. 



The Chicago Stock Exchange, the Minneapolis-St. Paul Stock 
Exchange, the Cleveland Stock Exchange and the St. Louis 
Stock Exchange merge to form the Midwest Stock Exchange. 
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THETICKER 


MUSEUM NEWS 


Museum Expands Digital Content Offerings 
on YouTube Channel and Website 


By Chris Meyers, Director of Education 

Digital media has become an integral 
part of public information and education. 
The Museum’s mission is to exhibit artifacts 
for the public, not to become an artifact 
itself. Therefore, we are embarking on a 
new plan to utilize digital media and cur- 
rent social network platforms to extend the 
reach of the Museum’s programs beyond 
its physical walls on Wall Street. As you 
may have noticed, we’ve begun to actively 
post new videos on our YouTube channel 
and website. These videos showcase visiting 
lecturers and prominent authors discussing 
financial topics relevant to current public 
discourse. Recent videos include: 


• Joseph Stiglitz, Nobel laureate, on the 
Greek bailout, Trans-Pacific Partner- 
ship and US inequality 

• Nathaniel Popper, New York Times 
reporter, on the rise, growth and future 
of Bitcoin in our modern financial system 

• Bethany McLean, best-selling author, 
on why mortgage giants Fannie Mae 
and Freddy Mac are still owned by tax- 
payers, why several interest groups want 
to “kill” them and how seven years after 
they were taken over, their future is still 
uncertain 

These videos provide valuable informa- 
tion the public can use to make informed 
decisions about how these issues impact 


their lives. The video segments each cover 
a specific topic and are no more than lo 
minutes long, making them better suited 
for today’s busy viewers. Playlists are 
also available for viewers interested in 
watching the full presentations. In addi- 
tion, keyword tags enable the videos to 
be found easily in basic search results. 
To check them out, Google “MoAF Sti- 
glitz” (for example) or visit the Museum’s 
YouTube channel at www.youtube.com/ 
FinanceMuseum or website at www.moaf. 
org/videos. Viewers interested in receiving 
notification when new videos are posted 
may subscribe to our YouTube channel, 
like us on Facebook or follow us on Twitter 
(@FinanceMuseum). $ 


UPCOMING EVENTS 


Nov 3 Walking Tour: History of Wall Street. 1 1:00 a.m.- 1 2:30 p.nn. $15 includes adnnission to the Museum and the Eunch 
and Eearn with Jason Zweig. 

Nov3 Eunch and Eearn Series: Jason Zweig on The Devil's Financial Dictionary. Talk followed by Q&Aand booksigning. 

1 2:30-1 :30 p.m. $5 includes Museum admission; members and students free. 

Nov 1 1 Berkshire Hathaway 50th Anniversary Symposium, in collaboration with NYSSA. 7:30 a.m. -2:30 p.m. This event is sold out. 

Nov 19 Eunch and Eearn Series: Artist's talk with Sidney Mobell, world renowned jewelry artist whose work is featured in the 

Smithsonian Institution and the "Worth Its Weight" exhibit. 12:30-1:30 p.m. Eree and open to the public. 

Nov 19 "Worth Its Weight: Gold from the Ground Up" exhibit opening reception. Reservations required. 6:00-8:00 p.m. 

Dec 10 Eunch and Eearn Series: Joshua Herbstman on "What $18 Trillion Eooks hike." Talk followed by Q&A. 12:30-1:30 p.m. 

$5 includes Museum admission; members and students free. 

Dec 15 Walking Tour: History of Wall Street. 1 1:00 a.m. - 1 2:30 p.m. $15 includes admission to the Museum and the Eunch 
and Eearn with John Sedgwick. 

Dec 15 Eunch and Eearn Series: John Sedgwick on War of Two: Alexander Flamilton, Aaron Burr, and the Duel that Stunned the Nation. 
Talk followed by Q&Aand book signing. 12:30-1:30 p.m. $5 includes Museum admission; members and students free. 

Dec 19 Walking Tour: Holidays on Wall Street. 1 1 :00 a.m. - 12:30 p.m. $15 includes Museum admission. 

Jan 12 2016 Annual Gala. Eor information, contact Jeanne Baker Driscoll at jdriscoll@moaforg or 212-908-4694. 

All events are held at the Museum (48 Wall Street, NYC) unless otherwise noted. Reservations required. 

For more information or to register online, visit www.moaf.org/events. 



The US national debt is born, as the Continental 
Congress authorizes Benjamin Franklin and Silas Deane, 
the American commissioners to France, to obtain a loan 
of 2 million pounds from the French government. 



A fire rages through Lower 
Manhattan, destroying 
the New York Stock & 
Exchange building. 
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THETICKER 


MUSEUM NEWS 


Volunteer Spotlight: Christina Wen 


While many of the Museum’s volun- 
teers are retirees or students, a few work 
their volunteer schedules around full-time 
jobs. Such is the case with Christina Wen, 
who began volunteering at the Museum in 
2012, five years after co-founding a market- 
ing firm that specializes in consumer elec- 
tronic goods. Because much of her busi- 
ness is international — primarily in China, 
Hong Kong and Taiwan — she is able to 
commit a full day each week to her volun- 
teer activities due to the time difference. 

Originally from GuangDong, China, 
Christina came to the Unites States ii 
years ago after having earned a degree in 
International Business with a minor in 
Finance from Lancaster University in the 
United Kingdom. 

Her background in finance, along with 
her well- developed language skills, made 
Christina a natural fit for the Visitor Ser- 
vices department, where she volunteers 



on Thursdays as a docent. She leads public 
and private group tours of the exhibits in 
English, as well as in Mandarin and Can- 
tonese, by request. 

Christina said her favorite part of vol- 
unteering as a docent is when visitors tell 
her they have learned a lot from her. In 


turn, she said she also learns quite a bit 
from them. “I get great satisfaction from 
that exchange of knowledge,” she said. 

For example, Christina came to the 
Museum with a good understanding of 
business and finance, but with little prior 
knowledge of US history, having never 
studied that subject in school. Much of her 
comprehension of American history — par- 
ticularly financial history — has come from 
the Museum’s exhibits, as well as other vol- 
unteers, staff members and visitors. 

When she is not volunteering at the 
Museum, Christina enjoys watching films 
and visiting other museums, especially 
the Metropolitan Museum of Art and 
the Museum of Art and Design. She has 
recently begun taking pottery classes and is 
teaching herself the art of acrylic painting. 

It is that combination of a love of art 
and finance that has made Christina a real 
treasure at the Museum. $ 


MUSEUM OF AMERICAN FINANCE CORPORATE SUPPORT 


The Museum gratefully recognizes the 
support in the past year of the following 
corporate funders to help advance our 
commitment to preserving, exhibiting 
and teaching the power and value of 
American finance. 

• American Express Corporation 

• Anonymous 

• Bank of America Merrill Eynch 

• Barrett Asset Management 

• BlackRock, Inc 

• Bloomberg 

• Burgundy Asset Management Etd. 

• Capco 

• Carter Eedyard & Milburn EEP 

• CEA Institute 


• Citigroup 

• Clear Harbor Asset Management 

• CME Group 

• Consolidated Edison 

• Credit Suisse Securities EEC 

• Crystal & Company 

• Guardian Eife Insurance 

• Herzog & Co., Inc 

• Houlihan Eokey 

• ING Americas 

• International Precious Metals Institute 

• itBit 

• Kx Systems 

• Moody's 

• New York Eife 

• New York Stock Exchange 

• Philidor Rx Services, EEC 


• Protiviti 

• R. W. Pressprich & Co. 

• Richmond Hall 

• Saybrook Capital 

• Shenkman Capital Management 

• Sullivan & Cromwell EEP 

• TCW Group, Inc. 

• The AdirondackTrust Company 

• The Clearing House 

• The Royce Eunds 

• Tishman Speyer 

• US Bank 

• Van Eck Global 

• Vested 

• Voya Einancial 

• Wells Eargo & Company 

• Willis 



The US House of 
Representatives approves 
the Tax Reform Act of 1 986. 



Portfolio manager Walter Morgan founds the nation's first "balanced" 
mutual fund, the Industrial and Power Securities Co., which invests 
in both stocks and bonds. Later renamed the Wellington Fund, it 
eventually forms the nucleus of the Vanguard Group of Investment Cos. 
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EDUCATORS' PERSPECTIVE 


How Hen Fever Led to the Chicken of Tomorrow 
(Part 2: The Chicken of Tomorrow Contest and 
the Development of the US Poultry Industry) 


By Brian Grinder and Dan Cooper 

It was Howard C. Pierce’s idea. In 
1944, Pierce, the poultry research director 
for A&P Food Stores, addressed a group 
of Canadian poultry producers who had 
expressed great concern that the poultry 
business would face catastrophic decline 
when the war ended and beef and pork 
were no longer rationed. Pierce challenged 
them to breed a meatier chicken, and his 
comments at that meeting eventually led 
to A&P’s sponsorship of a long-range 
program to develop such a chicken, which 
A&P publicists dubbed “The Chicken of 
Tomorrow Contest.” Historian Margaret 
E. Derry called this contest “the most 
important event in the 20th century for 
the poultry-meat-breeding industry.” 

The poultry industry had come a long 
way since Hen Fever raged in the early 
19th century. A burgeoning broiler indus- 
try, which began in the 1920s, was sup- 
plying major metropolitan areas such as 
New York City with chicken, but for 
most Americans, chicken was only served 
on Sundays, holidays or special occa- 
sions. Beef and pork were what most 
Americans thought of as meat; chicken 
was considered a meat substitute. Meat 
rationing during World War II increased 
the consumption of chicken on the home 
front when, according to nutritional his- 
torian Amy Bentley, “...up to 60% of ‘US 
Choice’ grade cuts of beef, was reserved 
for military consumption.” A World War 
II manual entitled How to Stow and Take 
Care of Food on Shipboard reminded sail- 
ors to take especially good care of meat: 

Mainstay of many a well-balanced 
meal, meat is one of the major pro- 
viders of life-essential complete pro- 
teins needed to repair body tissue as it 
wears out, and to furnish the building 
blocks for new muscle and sinew in 
husky, hardy men who follow the sea. 


But meat is more than that. It is the 
provider of those savory aromas that 
awaken the appetite — the part of a 
meal that makes a man finish feeling 
well-fed. Meat “sticks to the ribs.” 



Wax model of an "ideal" chicken from 
the Chicken ofTomorrow Contest. 


Without meat, according to myriads 
of government pamphlets, the war effort 
would be placed in serious jeopardy. Civil- 
ians were encouraged to eat chicken and 
organ meats instead of beef and pork. 
Thus, chicken sales increased during the 
war, but once the war ended, chicken 
producers were justifiably concerned that 
meat-hungry Americans would abandon 
chicken and embrace the return of beef 
and pork to the dining room table. 

While there were a number of factors 
that kept chicken from competing effec- 
tively with beef and pork, the most impor- 
tant factor was price. In 1950, chicken 
cost more than hamburger. Furthermore, 
the average size of a chicken was about 
three pounds, which was too large for 
two people to consume but too small for 
a large family. A larger, less expensive 
bird along with more choices of cuts and 


products was needed before chicken could 
ever hope to conquer the meat industry. 
Historian Glenn Bugos wrote that “Doc” 
Pierce hoped to, in the words of a 1947 
Saturday Evening Post article, “squelch 
that dream of two chickens in every pot by 
providing one bird chunky enough for the 
whole family.’” 

I That same article noted that the goal of 
i the Chicken of Tomorrow Contest was to 
I provide Americans “a chicken with breast 
5 meat so thick you can carve it into steaks, 
I with drumsticks that contain a minimum 
f of bone buried in layers of j uicy dark meat, 
I all costing less instead of more.” The con- 

1 test offered a prize of $5,000 to the entrant 

2 that came closest to producing a chicken 
§ that most closely resembled a wax model 
I that was considered to be the ideal bird by 
^ the contest committee. The contest ran in 

>N 

I a three -year cycle with state contests held 
° the first year, regional contests held the 
second year and a national contest held 
the third year. The cycle was repeated 
twice with the first cycle ending with the 
national contest in 1948 and the second 
cycle ending in 1951. 

The 1948 national contest was held in 
Georgetown, Delaware, with 40 contestants 
who were selected based on the state and 
regional results of the previous two years. 
Each contestant sent 720 eggs to Delaware, 
where they were hatched and reared for 12 
weeks under identical conditions. At the 
end of the 12 weeks, the birds were weighed 
and sent to be slaughtered. 50 carcasses 
were selected at random from each contes- 
tant and judged on the basis of feed conver- 
sion, average weight, rate of feathering and 
uniformity of stock. A similar process was 
used in the 1951 national contest, which was 
held in Fayetteville, Arkansas. 

The Vantress Poultry Breeding Farm of 
Live Oak, California won both national 
contests. The winning birds were Cornish- 
New Hampshire crosses; a bird with blood 
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Poultry scientists at the Chicken ofTomorrow Contest. 


lines running back to the Asian birds that 
were first introduced to the West during 
the 19th century Hen Fever. Second place 
in 1948 went to Arbor Acres Farms of 
Glastonbury, Connecticut and to Nichols 
Poultry Farm of Kingston, New Hampshire 
in 1951. Winning the Chicken of Tomor- 
row Contest catapulted these breeders into 
the national spotlight, with Arbor Acres 
capturing a quarter of the female breed- 
ing market and Vantress commanding a 
third of the market. These two companies 
dominate the market today, and as author 
Andrew Lawler notes, “The grilled chicken 
in your sandwich or wrap comes from a 
descendant of the Vantress bird.” 

Vantress is now part of Tyson Foods, 
a company that is largely responsible for 
making chicken the most popular meat 
in the United States. After the Chicken of 
Tomorrow Contest, companies like Tyson 
worked tirelessly to convert chicken pro- 
duction into a factory process. Chickens 
became a factory input, and the results were 
astonishing. Author William Boyd wrote: 

By any economic standard, the success 
of the US broiler industry during the 
post- World War II period has been 
remarkable. Between 1950 and 1999 
US production increased at an aver- 
age rate of 7% per year to over 40 bil- 
lion pounds, while real prices declined 
by almost a third. Today the average 
American consumes over 80 pounds 
of chicken a year, more than beef, pork 
or any other animal flesh protein. 

Chicken became less expensive than beef 
or pork because of the efficiencies pro- 
duced by factory farming. According to 
Boyd, the average market weight of a 
broiler in 1935 was 2.8 pounds, but in 1995 
it was 4.7 pounds. In 1935, it took 112 days 
for a broiler to reach market weight with 
a feed conversion ratio of 4.4 pounds of 
feed per pound of broiler. In 1995, it took 
only 47 days with a feed conversion ratio 
of only 1.9. 

Marketing and product differentiation 
also helped sell more chicken. Purdue 
Farms launched an advertising campaign 
in 1970 that was able to successfully brand 
Purdue chickens as a high-quality prod- 
uct that was to be preferred over chicken 


from other poultry producers. Purdue also 
began selling packages of legs or thighs for 
lower prices than packages of breasts. 

Don Tyson, CEO of Tyson Foods, saw 
an opportunity for chicken in the fast 
food industry, which had been built on 
the hamburger. He relentlessly pursued 
McDonalds for years, even though he was 
politely rebuffed. After 14 years, McDon- 
ald’s finally called Tyson with an offer 
to produce Chicken McNuggets. Tyson 
agreed and retrofitted one of his Arkan- 
sas plants for the exclusive production of 
McNuggets for McDonalds. Soon thereaf- 
ter, Tyson made a deal to produce chicken 
tenders for Burger King. Chicken’s domi- 
nation of the fast food industry had begun. 

Of course, factory farming chickens is 
not without its problems. The conditions 
under which chickens are raised are less 
than ideal. Furthermore, the heavy use 
of antibiotics as growth enhancers has 
caused many to question whether eating 
factory produced chickens is healthy. The 
genetic manipulation used to make chick- 
ens grow faster also makes their meat paler 
and softer. In his book The Meat Racket^ 
Christopher Leonard wrote: “Ultimately, 
the softer, paler meat didn’t hurt the 


industry. Above all, the market demanded 
meat that was produced cheaply, at high 
volume and on schedule. The taste of the 
meat was often covered over by breading, 
frying and flavor additives.” 

Abuses in farm factory systems have 
long been chronicled by concerned citi- 
zens and animal rights groups. Recently a 
video made inside a Foster Farm’s plant in 
California captured workers plucking live 
chickens, as well as punching and throwing 
live birds. Other videos have captured birds 
living in cramped cages unable to stand 
because of their massive size. Major poultry 
producers have not ignored these concerns. 

Tyson Foods now has an Office of Ani- 
mal Well-Being, whose mission is to com- 
mit “to the well-being, proper handling 
and humane slaughter of all the animals we 
use to produce meat and poultry.” Perdue 
Farms has a poultry welfare policy that “is 
guided by the belief that we have a respon- 
sibility to ensure that the animals in our 
care are treated with respect.” Others on the 
retail side of the business, such as McDon- 
alds, Chik-fil-A, Chipotle Mexican Grill and 
Panera Bread Company, have either already 
curbed or pledged to curb the use of antibi- 
otics in the poultry they sell. 
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Awarding the first prize trophy at the Chicken ofTomorrow Contest. 


In spite of these actions, many food 
industry watch dogs remain skeptical. 
However, there is hope that newer, more 
humane methods of raising poultry will 
allow those who do not choose the veg- 
etarian route to consume chicken with a 
clear conscience. Perhaps a new Chicken 
ofTomorrow Contest should be held that 
asks contestants to take these moral and 
ethical issues into consideration. $ 

Brian Grinder is a professor at Eastern 
Washington University and a member 
of Financial History's editorial board. 
Dr. Dan Cooper is the president of Active 
Learning Technologies. 
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Engraving of Sutter's Mill, site of the discovery of gold in California, circa 1850s. 
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Spanish-speaking people sought gold in 
North America for 358 years. They missed 
it by nine days. 

The first major gold discovery in North 
America was January 24, 1848, when gold 
flakes were found in a mill race in a settle- 
ment outside what is now Sacramento, Cal- 
ifornia. At the time it was technically Alta 
California, a province of Mexico. But in 
name only, and not for very much longer. 

Mexico was at war with the United 
States, and on July 7, 1847, a small detach- 
ment of US Navy officers and sailors had 
captured the presidio at Monterey, the 
provincial capital, without firing a shot; 
the small garrison had already decamped 
to Los Angeles. 

Nine days after the gold discovery, 
on February 2, 1848, the government of 
Mexico signed the Treaty of Guadalupe 
Hidalgo, ending the Mexican War and 
ceding California, along with what is 
today Arizona, New Mexico, Texas and 
parts of other states, to the United States. 

Given the one-sided nature of the war. 


it would be difficult to argue that if Mexi- 
can authorities had known about the gold 
in California earlier, the outcome of the 
conflict would have been different. If the 
discovery had been made many years 
earlier, perhaps that wealth could have 
changed the economic and political situa- 
tion in Mexico. 

Perhaps a larger population, or at least 
a substantial garrison, would have been 
in place, and the capture of California 
might have been a battle or even cam- 
paign, rather than a matter of wading 
ashore from a whaleboat and running up 
the Stars and Stripes. The course, but not 
likely the outcome, of the war could have 
been different. 

In contrast, there is no doubt about the 
effects of the California gold discovery 
on the adolescent United States. Word 
only took a few months to filter back 
East, and the 49ers stampeded their way 
into history. The population of California 
boomed, and it applied for statehood that 
same year. Its state constitution prohibited 


slavery, and its admission precipitated the 
Compromise of 1850, one of the series of 
fragile measures that slowed, but did not 
stop, the slide into civil war. 

The vast wealth, estimated at 750,000 
pounds of gold by the time the fields were 
played out in the late 1850s, boosted the 
US economy and gave the federal govern- 
ment some financial footing on the eve of 
war. After the war, the need to connect 
California to the rest of the nation spurred 
Abraham Lincoln’s dream of a transconti- 
nental railroad, completed in 1869. 

Meanwhile Mexico, shorn of its northern 
third, endured cycles of revolution, dicta- 
torship and reform. In a statement of great 
accuracy and great melancholy, Jose de la 
Cruz Porfirio Diaz Mori, who served seven 
terms as president of Mexico (between 1876 
and 1911) said, ‘‘Pobre Mexico! ;Tan lejos 
de Dios y tan cerca de los Estados UnidosC 
[Poor Mexico! So far from God and so 
close to the United States!] Born in the poor 
southern state of Oaxaca, he is buried in 
Montparnasse Cemetery in Paris. 



Gold miners in El Dorado, CA, circa 1 849-53. 
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The site commonly known as Sutter’s 
Mill is formally Marshall Gold Discov- 
ery State Historic Park. According to the 
official park history, James W. Marshall 
discovered gold on the South Fork of the 
American River in the valley the Nisenan 
Indians knew as Cullumah. “This event led 
to the greatest mass movement of people 
in the Western Hemisphere and was the 
spark that ignited the spectacular growth of 
the West during the ensuing decades.” The 
tailrace of Sutter’s sawmill is still visible. 

Marshall was building the mill for John 
Sutter, a Swiss who had permission from 
Mexican authorities to build a settlement 
and trading post, Nuevo Helvetia. Despite 
efforts by Marshall and Sutter to keep the 
secret, the largest gold rush in US history 
was on by early 1849. 

Park research estimates that at the time 
of Marshall’s discovery, the state’s non- 
Indian population was about 14,000. By 
the end of 1849, it had risen to nearly 
100,000, and it continued to grow to some 
250,000 by 1852. It reached 380,000 by the 
eve of the Civil War. 


Today, a few mines and the remains of 
several boom towns have been preserved 
in a variety of state parks. Most of them, 
including the Marshall Gold Discovery 
site, the Empire Mine, the historic town 
of Columbia, the rich gold deposits at Plu- 
mas Eureka and the controversial hydrau- 
lic mining pits at Malakoff Diggings, are 
in or near the Mother Lode region of the 
central Sierra Nevada foothills. 

According to the US Archives’ sum- 
mary of the treaty of Guadalupe Hidalgo, 
Mexico ceded to the United States Alta 
California and Nuevo Mexico. That was 
known as the Mexican Cession and 
included present-day Arizona and New 
Mexico and parts of Utah, Nevada and 
Colorado (Article V). Mexico relinquished 
all claims to Texas and recognized the Rio 
Grande as the southern boundary with the 
United States (also Article V). 

The United States paid Mexico $15 mil- 
lion “in consideration of the extension 
acquired by the boundaries of the United 
States” (Article XII) and agreed to pay 
American citizens debts owed to them by 


the Mexican government (Article XV). 
Other provisions included protection 
of property and civil rights of Mexican 
nationals living within the new bound- 
aries of the United States (Articles VIII 
and IX), the promise of the United States 
to police its boundaries (Article XI) and 
compulsory arbitration of future disputes 
between the two countries (Article XXI). 

Given the current heated debate over 
immigrants living and working in the 
United States, it is worth noting that the 
US government is treaty bound to protect 
the property and civil rights of Mexican 
nationals. $ 


Gregory DL Morris is an independent 
business journalist, principal of Enter- 
prise & Industry Historic Research 
(www.enterpriseandindustry.com) and 
an active member of the Museum's edito- 
rial board. 
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WARREN i WALL 
BUFFEH I STREET 

The Best of Frenemies 



Louie Psihoyos/CORBIS 


Lawrence A. Cunningham 

In 1965, when 35-year-old Nebraskan 
Warren Buffett took control of Berkshire 
Hathaway, Inc., a dying New England 
textile company, the local press portrayed 
him as a Wall Street takeover artist: a 
liquidator of the sort that inspired Danny 
DeVito’s fiendish character in “Other 
People’s Money.” True, Buffett acquired 
Berkshire on the cheap — for a fraction 
of its $22 million book value of $19.24 
per share — and eventually shuttered the 
mills. But he has always campaigned vig- 
orously against hostile bids, heavy bor- 
rowing, asset flipping and other contro- 
versial Wall Street practices. 

Buffett became a vocal critic of Wall 
Street, as he favored cash to debt, held 
companies for the long term and defended 
trustworthy managers against short-term 
pressures. His oratory sounded more like 
the high-minded defender of the corporate 
bastion in “Other People’s Money,” played 
by Gregory Peck, than an apostle of greed. 
Speaking as the reluctant interim chairman 
of Salomon after its 1991 bond trading scan- 
dal, for instance, Buffett famously broadcast 
to Congress a new credo given to his Wall 
Street bankers: “Lose money for the firm, 
even a lot of money, and I will be under- 
standing; lose reputation for the firm, even 
a shred of reputation, and I will be ruthless.” 

In addition to steady criticism, how- 
ever, Buffett has also been a vital friend to 
Wall Street. His stint as Salomon chair- 
man followed from Berkshire’s “white 
squire” stake in the investment bank, 
designed to deter a hostile takeover bid. 
The year was 1987, when Salomon’s largest 
shareholder grew frustrated with manage- 
ment and flirted with selling a 12% block 
to Ron Perelman, the corporate raider 
who had recently seized control of Revlon. 
Fearful of being next, Salomon CEO John 
Gutfreund turned to Buffett, who pledged 
fidelity while buying a sizable issue of con- 
vertible preferred stock yielding 9%. 


Berkshire Hathaway CEO Warren Buffett. 


Buffett’s cultivation of a reputation for 
offering hands-off long-term capital dates 
back to 1973 when Berkshire accumulated 
a stake in The Washington Post Co. Buf- 
fett vowed loyalty to CEO Kay Graham, 
who soon asked him to join the board. In 
1986, Buffett went further when Berkshire 
took a large position in Capital Cities/ 
ABC, giving its managers, Dan Burke 
and Tom Murphy, proxy power to vote 
Berkshire’s shares as they saw fit. During 
that era of hostile takeovers, Berkshire and 
Buffett likewise backed managers against 
raiders at companies such as Champion 
and Gillette, and defeated Ivan Boesky’s 
run at Scott Fetzer, paying $315 million 
to acquire the conglomerate, which Berk- 
shire still owns to this day. 

Wall Street values Buffett’s reputation 
along with Berkshire’s balance sheet. In the 
25 days after the 2008 collapse of Lehman 
Brothers, Berkshire invested $15.6 billion 
in numerous companies, when most of 
corporate America was starved for credit. 
For one, Berkshire staked $5 billion for 
preferred stock in Goldman Sachs, paying 
a 10% dividend and redeemable for a 10% 
premium. Berkshire also got an option to 
buy a similar amount of Goldman com- 
mon stock at $115 per share, below the mar- 
ket price of $125, making it “in the money.” 

In 2011, after the crisis passed, Gold- 
man redeemed the preferred. So Berkshire 
earned a few years of dividends plus the 
buyback premium, adding to $1.8 billion. 
In early 2013, Berkshire exercised its option 
to buy Goldman common. Rather than pay 
the $5 billion cash price (then worth $6.4 
billion), Berkshire took stock valued at the 
difference of $1.4 billion. Berkshire’s total 
gain on its $5 billion investment was $3.2 
billion, 64% in a few years — along with 3% 
of Goldman’s common stock it still owns. 

Meanwhile, Bank of America contin- 
ued to struggle to the point where, in 
2011, it likewise turned to Berkshire for a 
$5 billion investment. Berkshire received 
preferred stock paying a 6% dividend 
and redeemable for a 5% premium. In 
addition, Berkshire obtained warrants to 
purchase 700 million shares of the bank’s 
common stock at a per share exercise 


price of $7.14, or just under $5 billion. 
Such a stake is worth more than twice that 
today ($11.2 billion at the stock’s recent 
price of $16) and would represent a greater 
than 6% interest in the bank. If Berkshire 
exercises the warrants in 2021, on the eve 
of expiration, it will add to an invest- 
ment portfolio already boasting such big 
stakes in venerable institutions of finance, 
including American Express, Moody’s 
Investor Service and Wells Fargo. 

Berkshire and Buffett have always been 
bullish on corporate America, yet they 
behave quite differently from most man- 
agers and their Wall Street advisers alike. 
For instance, unlike most American cor- 
porations and their financiers, Berkshire 
shuns debt as costly and constraining. 
Since 1967, the preferred form of leverage 
has arisen from internal insurance opera- 
tions. Customers pay premiums up front 
in exchange for claims to be paid later, if at 
all, and insurers get to invest the proceeds, 
called float, in the interim. Float offers 
more attractive leverage than debt since 
there are no coupons, due dates, cov- 
enants— or Wall Street bankers and fees. 
Berkshire now owns marquee companies 
in the insurance field, including National 
Indemnity, GEICO and Gen Re, and com- 
mands float exceeding $85 billion. 

In typical takeovers, whether by stra- 
tegic buyers across corporate America or 
financial buyers from Wall Street, acquir- 
ers always intervene, invariably change 
strategy and frequently replace manage- 
ment. Berkshire’s opposite tack makes it 
an attractive alternative for sellers of busi- 
nesses seeking autonomy. They also relish 
Berkshire’s sense of permanence, particu- 
larly compared to Berkshire’s rivals from 
Wall Street’s private equity funds. In pri- 
vate equity’s leveraged buyouts, businesses 
face not only leverage and intervention, but 
the funds charge high fees and make quick 
exits, meaning rapid change followed by a 
sale. Berkshire, in contrast, imposes no fees 
and has not sold a subsidiary in 40 years. 

While Wall Street sponsored hostile 
bidders and junk-bond buyouts to break 
up vast conglomerates, Buffett was not 
only defending corporate managers but 
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Rare specimen Class B stock certificate from Berkshire Hathaway Inc, printed in 1 996. 


building Berkshire into one of the larg- 
est conglomerates in history. Today, in 
addition to an investment portfolio of two 
dozen stocks worth more than $100 bil- 
lion, Berkshire is comprised of 65 different 
wholly-owned subsidiaries, nine of which 
would be Fortune 500 companies standing 
alone. The conglomerate is worth more 
than $500 billion with a per share book 
value exceeding $100,000 — marking a 
20% compound annual growth rate from 
Buffett’s assumption of control. 

Berkshire’s Clayton Homes subsidiary 
is the nation’s largest builder and financier 
of manufactured housing, most sold to 
lower income Americans. On Wall Street, 
Clayton repackages substantial portions 
of its loans into mortgage-backed securi- 
ties. In 2008, investors in other securitized 
mortgage loans faced steep defaults, due 
to lax lending practices of originators 
along with poor quality control during the 
securitization process. But Clayton’s secu- 
ritized loans fully performed, repaying all 


principal and interest. It is not because of 
customer credit quality, which is weak, 
but because despite low credit scores, 
Clayton only lends to borrowers on terms 
they likely can repay — based on an exam- 
ination of assets and income and without 
escalating “teaser” interest rates. 

Berkshire’s unique practices do not 
always succeed. Take its aversion to mid- 
dlemen in the acquisitions arena. Berk- 
shire does not scout for deals but rather 
“waits for the phone to ring,” as Buf- 
fett puts it. Buffett evaluates opportuni- 
ties alone or with advice only from Vice 
Chairman Charlie Munger, foregoing the 
professionals that most companies hire to 
conduct due diligence. While the practice 
has generally yielded strong results, costly 
mistakes have occurred, ranging from the 
total loss of $443 million paid in 1993 using 
Berkshire stock for a disintegrating shoe 
maker to a $1 billion after-tax loss on debt 
Berkshire staked in 2007 on a failed lever- 
aged buyout of Texas utility companies. 


Berkshire’s $22 billion 1999 acquisition 
of Gen Re, also paid in Berkshire stock, 
dramatized the pitfalls: unbeknownst to 
Buffett when Berkshire bought Gen Re, its 
underwriting standards had deteriorated, 
its derivatives book had become bloated 
and its exposure to catastrophic risks was 
unduly concentrated. Without Berkshire, 
Gen Re’s losses covering the 9/11 terrorist 
attacks on New York’s Financial District 
would likely have rendered it insolvent. 

Consider Buffett’s trust-based philoso- 
phy of granting managers unbridled auton- 
omy. While lauded within the company 
and responsible for much of Berkshire’s 
success at the subsidiary level, costly man- 
agement shifts sometimes result. Costs are 
revealed in several well-publicized CEO 
departures, including multiple successive 
resignations within several years at each 
of Benjamin Moore, Gen Re and Netjets. 

The most dramatic departure occurred 
in 2011 when David Sokol, widely seen as 
a likely successor to Buffett, was caught 
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Berkshire Hathaway Inc. stock certificate, dated March 1 7, 201 0. 


front-running: a form of insider trading 
in which he bought shares in a publicly 
traded stock, Lubrizol, ahead of pitching 
the company as a Berkshire acquisition 
candidate. While the scandal prompted 
questions about Berkshire’s lack of for- 
mal vetting and grooming of top execu- 
tives, Buffett’s response also raised eye- 
brows. After Buffett learned of Sokol’s 
front running, he drafted a press release 
himself. The release, which spoke of 
Sokol’s “extraordinary” contributions to 
Berkshire and expressed Buffett’s opinion 
that Sokol had done nothing illegal, drew 
sharp criticism, given Buffett’s traditional 
high standard of rectitude. 

The approach reflected Buffett’s antipathy 
to corporate bureaucracy, which similarly 
translates into substantial net savings, but 
with costs. For instance, Berkshire has no 
centralized departments such as communi- 
cations, human resources or legal. Yet such 
frugality can leave subsidiaries flatfooted 
in response to the inevitable investigative 


journalism targeting them. One such expose 
attacked Berkshire’s practice of generat- 
ing substantial funds from float, suggesting 
it gives personnel at National Indemnity 
perverse incentives to avoid or delay paying 
legitimate claims — even in bad faith. 

Another piece challenged Clayton 
Homes, arguing that its employees pres- 
sure customers into unaffordable financ- 
ing arrangements and follow up with 
aggressive collection practices. After pub- 
lication, both subsidiaries and Berkshire 
corrected errors in the stories, but the 
damage had been done. A full-time pro- 
fessional who makes engagement with 
journalists a top priority would likely have 
altered the shape of the original reports, a 
better outcome than the thrust and parry 
that now defines the public record. Berk- 
shire acts as if it is small, but it is a Goliath 
to reporters and readers alike. 

Buffett is critical of Wall Street and 
other financial intermediaries primar- 
ily for unnecessary complexity and 


corresponding costs. His core message 
for Wall Street remains valuable: simplic- 
ity. Parsimony and frugality underpin the 
Berkshire model which, while imperfect, 
has delivered substantial net gains, thanks 
to these hallmarks: investment in reputa- 
tion; commitment to trust, loyalty and 
autonomy; avoiding hostile or leveraged 
acquisitions; self-reliance in corporate 
administration; and permanent owner- 
ship of subsidiaries. 

Fifty years after Buffett took control of 
Berkshire, the 85-year-old Omaha denizen 
still has much to offer Wall Street, in capi- 
tal and wisdom alike. He is certainly more 
Peck than DeVito. $ 

Lawrence A. Cunningham, a professor 
at George Washington University, is the 
co-author and publisher of The Essays 
of Warren Buffett: Lessons for Corpo- 
rate America and author of Berkshire 
Beyond Buffett: The Enduring Value of 
Values. 


www.MoAF.org | Fall2015 | FINANCIAL HISTORY 19 







L 

' \ 






Kn 




,0*' 


A\>e 


Ajro'N’ 




»// 




A V . 


poV'Te^o' 


j'® 

^Vvjo® ^0^ 






^o/o-tv 


"f! 


... THE SPEECH THAT WON THE NOMINATION ... 


Me. CnAiEMAH Ajn» CENTuiiaai op the Co*rvximoit; 

I would b« prentaiptaooa, iadcctl, to present myself a(sinst tbe distingvisbcd j|enUemcn to 
whom yo« have listesM if this was a mere meaearioc of abiHties: bat this la not a contest 
b e t we e n persons. The humblest cltixen in all the lan^ when clad in the armor of a righteona 
caoar, is stronger than all the hosts of error. I come to speak to yon In defense of a cansa as 
holy as the cause of liherty — the canac of humanity. 

When this debate is concluded, a molioo arill be mads to lay upon tba table the resolution 
offered in commendatiqn of the admiaiatratioo and also the resolntion oSned in condemnation of 
the administration. We object to bringing this qnaaUou down to the level of persona. The indi- 
vidaal la but an atom* be k bora, be acta, he dlea; but prjnciplea are eternal; and thla haa been 
a conteat over a principle. 

Never before la the history of this conntrr has there beca witnessed saeb a contest as that 
thrangb which we have jnat pwsed . Never before in the bistorv of American politica baa a great 
Isaoe been foimht ont, aa this iasne has been, by the voters of a great p^y. Oa the fourth of 
March, 1805, a few Osmocrata, most of them members of Congresa, UMued aa fuldTess to the Demo- 
crau of the Nation, ass i thnt-the jMmey question eras the parampfUlt Isuuc.of the hour; 
dKlaring that a msiority df Sm Democtutic had the right to coMto) dwactioa of the party 
— .t.1- --sue; •M'atoeludiag srwk tM request tut thg hcjlqipfrs in th* free'eoiusge 


wrhicb is being built np in Waafaingtoa, and wblcfa exdndea from partietpation in official beneffu 
the bamblcr members of society. 


seys that He will propose ea amendment to the {datform prmriding that the proposed chauM In 
our monetary mtem shall not affect contracts already mads. Let me remind yon that there is no 
intention of aUcctlng Utuse contmeu which, according to present lasrs, are made payable in gold, 
but If he means to say that w» can not change onr monetary system without protecting those who 
here loaned money before the change was made, 1 desire to ssk him where, in lew or in morals, he 
can And justification for not protecting the debtors when the act of 1875 was passed, if he now 
Insists that ere must protect the creditora. 

He asya he will also propose an amendment whkh will provide for the snspension of free 


coinage if we fidl to maintain the parity within a year. We reply that when we advocaU a polky 
‘ ’ ‘ * ■* • aful, ere are not compelled to raise a doubt as to our own alnccrity 

\ nim. *' * •• • ' t • • « 


on this paramonnt issue; I 


. jMl'Oteelndiug srtth reoncat t^t thg hcllMirs in the free coinage 
of silver la the Democratic part]f ahould onmnlxc, tue charyr oL me* Wintml the policy vf tue 


Jtephis, an urgamafilbMMilpetiualad, and the (liver 

Democrau went forth openly and Morageouatv proclaiming th^ betid, aoddactanng that, tf aoc^ 


wth opet_ ., V ™ 

aafnl, they would crysUllue into '• platform tM declaration dffiklt hid madr 
* ‘ ‘ ... . 


jraoc- 

— Then Vegan 

ensadfin who foUowud iVter 


which we believe srill be aacceaafal, ere are not compelled U . ^ 

by aaggesting what we ahull ilo if we (ail I aak aim, if be would apply hia logic to aa. why be 
docs not anpiV it to himirlf. He aaya be wanta this county to try to seenre an international agree. 
menL W'hy does be not tell na what he is g o ing tw d» if M ttls to aecurc an international acre*, 
mentf There ia more reaaoa for him to do ihaTUiaa there la for ua to provide against the failnre’ 
to mainUin the parity. Our upponenU ]Mnw tried fox tsweoty years to secure an Intematioual 
agreement, aad those ere waiting for it most [isHcaUy wbodktaot want it at all. 

... iKde. 


And now, my friends, let me eome to the para 


If they aak na why it la, that wi 


the conflict. With a lenl approarjiing tlmnail which Inspid.. 

the Hermit, our Silver OcmocraU wnt forth from victory late vlcMr ““IB iiiey "« - 7- 

bled. not to dlacttaa, not to delmu. hot to fptcr up the jialgment igready rendered tv tVli t 
people of this country. In this dmDnt VfO^er baa been Ann|wd O^inst hopIlNT. fotlwr agi 
aon. The warmest Um of love, srqimlaUacc. aad aseoctaljtM have iliii rgginTqih old Iwiers 
have been caat aaide when they be%^ rsfosed to give exprepioa to the sentimrnU of those wboin 
they wonld lead, and new leausra go** sprung up to givg direction 4 o this cause of truth. Thus 
has tbc contest beca waged, and we'Vftve aasMIblM here ffikder aa blading and solemn inatructiooa 


say more on tbe money question than we say opd* tariff: qneation. I rraty that, if protection 
hail slaia ita thousands, the (raid standard has slain its tens of thonsaniU. If they aak ns why we 
do not embody ia onr platform all the things flbat ws betwve la, we reply that when sra nave 
reatorsd tbe money of the coaatitution alt oih^ n a Trmnr y tel^rms will he po a a j t il e ; bat that until 


r Bgidnst 


J be aicowplu _ 

Wby ia it that within three months such a chipige ^ M^e over tlm conntry ? ThiM months 


aa were ever imposed upon reprvsentstives of tbe people^ 

‘ I iodividaair, * 


W’r do not c 


As inAynlnals we might have bten glad to compliment the 


gatlemaa Dorn New York (Seaatok HQl). bat we know Umt the ,pkqple for whom we speak would 
^ 'n apoitom wfcETlhecouJd DtwwtflnflnU '** *' ^ * 

" “ * ■’ 0 uf prim 


(hat ws betkv 
nkrmnr y tefoi 
aicowpluhcdl 
hioige bfia 
w^beUet 
srboMica 

, — „ — refiann for ^ . 

Stale here tonlay aaking for the gold atandard whikh is not in Itie absolnU control of the Rapnbli. 
can party. Rat note the change Mr. McKinley warn nomlEaird at St. I^ouis upon a platform 
which declared for tbe foahlUmanre of the gold standittd uatil U caa be changed into bimetallism 


aro, whim it was confidently aaerrled that those 
platform and uominate onr candidates, even the 
arc could elect a rreeident. And they had good 


coontiyr 

believe in the gold standard would frame our 
kca of tlie gold standard did not Uuak that 
for their Mnbt. because there ia acaroely a 


never be wlUiag to put him in a 


ids. that we fiad onracUes brnu|y 
The genllcman who precede*! n 


lajrlt washnnesi 

if^hifoCtMnirt with tfliW who Bit^i 
„ , me |B-Gov|rnor Ruskml) apokn of 

let me aasurc him that not one pl^nt in thia Convlntion ksteMainU'ffiie I 
people of the State of UaBaacbuscgla. but wtentand hrdl reps e se8i M Rg--^keflfle 
before tbe law of the greateM cities ia thntttate of Abwaarhuaetta.^' wpett; 


flnU of the Democratic perty. 1 


gold delegates) come before na and mil 
reply that you have disturbed our Ifimincsa ii 
We say to you that you have mnde the ffi 


apokn of the SlatOrff-Ma— chuaetu ; 
^ ' , 4 lffile 5 thnVDlltylothe 
arc equals 

are a^^t to disturb yfrlTr bnnlisl^^a^liiAs, we 


s foahlUnianre of the gold stMafliud ua^ U caa be changed i 
by intenulionai agrma^nrt. Mr, McKinley was the moat papular man among the scepnuncana, 
and three months ugp vycfyl>edy tk the Renabltcnarparty p r ophesied bis election. How ia it ttMlay ? 
W’hv. the nmn who iMwoace piamld to think tkatM looked like Napoleon — that man shuddera 
to dayniVnk he rmNWe-m thgtiM'waa nominatctjl on the nmilverai^of the battle of Waterloo. 


NobiWy tl4f. bnt^ire listnaUihk caa hear with rvef.ineTnitalng distinct nes s the aonad of the 
\ beffr ua the lon*^ yhores of St, iWma 
' t. is not th4 yeaaon 


■ bnainevsR 


attorney in a country town is as onrek a.VhsinrsB 1 


, , . loo limited Vi Us appUca- 

tloo. The man who is employed i»r wupmit* oa mn^ a bnahieey man na bis ciMiMoytr; Ihe 
tuck a.VnsinrsB mM as the corporation cont^e^ in a 


Irop^ia; the merchant at the cnma-roeiU llorc ia as much a iinaVirsa man aa Ibh mcvchaoi hf 
New York the faraer who goes ffivth in ^ mornt^ and tui^atl day — whn tuffilna la Uir 


„ I in ^ mornt^ and 

Spring and toUa all Summer.— an 4 'who, by l|ie a; * ~ 


neaonrera of the oonatry creates wthtth, U aa aiu 
board of trade ead beta upon the p^wq of gnmi ; 
... ... -sand frM upon Ih* cl 


the earth, or climb two thousand frfi upon IJM cli^ anffhring 
prccions metals to be poured intq the dtaEprls ot tiRde, are 
finaitcial roagmUea w^, in u bock ipotn, comer the mojii^ of : 

siwho 

"wML 


lorni^ «nu iinniaii nxj — wnr> . . 

of fallen aad inaKile to ib« 




luch a biWnest 
the lalm tm 
nn hrini 


this broader claaa of baainesa men. > 


the man who f 
im down a tboutt 
8 from their hiil^ plants the 
ihttch buainesa um aa tbe few 
tlM.d|orId, We romd to apeak for 


Vtutevl Ah. my fr^da, ia not thj^ yeaaon forithe change evident to any one who 
^ be matter 1 K« private character, fctw v rsr pure, no penonal popniarity, however 
h protect floM tbe avyngiiia wrath of an iMkgnanl people, a man who will declare that he 
. _jvr of (afltettigy the gold i&odartl upon tWa country, or who ia willing to surrender the 
t of kcIf-guvflrHaeiit and plimthe legislative epqflnil of oar affairs in the baoda of foreign 
polnateliH and Vosrerd i 

, ... _ , 'hneonfi^nt thatwc ahull srin. Mfhft Becanw; upon the paramonnt isane of this 
e U not i spot ef grannd upon whi«fi the tntwir will dare to challenge battle. If 
thffir' t^ns that the ^d sUn^ird V> a go^ thingj sre shall point to their platform aitd ull them 
tltM theiy platfoMI ph^gea thf party to get rid of the gold othadard and aubatitute himc^lim. 


If dm pOld aUnUatxLil a goad thfog. 

' 


thqkcissik of the very Jteoi 


Igea thf party to get rid of the gold alha 

- why try to ||^ rlil of tt,» 1 call your attention to the fact 

.. . A - n a a . ea .a . n - . _ 


hardy pioneers who hsveb 


la^ thooeiwho Uv« kp^n the Atlantic eqaat. but tlw 
I of the dwemeoa; ^liu have made 'the dvaert to 

.. . ere (poin|nK| to the West), who rear (tM(r children 

near to Nature's heart, whm they cflii mingVr their voicigrwftli Die qbices of tbc birda — u« 

— ' thM have erected acbool-hmMkO for t|c edneatioo of their lyonng, c* ‘ 

their Creator, aad cemeteries where mak tbe ashes of their doAd — thea 


-oat thsttw 


os deservin^of tbe consideration o^oor pot^ 


the a 


; we have culraatcd, 

they have mocked when our calami^ name. We beg 
no more. We defy them. ' 

Tbe gentleman from Wiaconain has asu| 
of the free you need not (ear that ' ■ ■ 

ia aa Andrew Jackson to ataad. ar 

They tell na that thia platfc . ^ _ 

conditlonB make orw iaanes ; that the prineq 
aa the hlllo, but that they must be aypBed to m 
and we ore here to meet those coMlUona. 
btonght in here; that it ia a new i<|«E. They 
of tbe United Staten My friends, m* have •« 


ration o^MT pot^iw any pecMs in this konntry. It b W thcoo t 
as a g gr ta aora. pm war b not a war of Moquest; w« an fighting 
ar famllk% aad pnierity. Wfl have jietliioaed. and onr h 

eated, aid onr cnlflcatics havd%ren dt glAa rded ; we hat^ begged, 1 


n dinn^ardcu ; we neggsu, an. 

• IdEper : «• Attest no moreq w« petltioi 


nain has asu| be fears a Robnpill'rc. My friendc ia ' 
at styiaai wiUnpring up ffooi EtMMff the people. What 
ns jKhaoB sIimM. ognlnst tlM M oiio t hmenu of orgdfffsn 
tforvRsws EHifi to catch voUd. Wn.rei>ly to them (VM* 


les upon whi 
conditions 
hev tell tia ^ 
iticise aa for' 


rgggjsed wealth 

rei>ly to them (VMchaaglirg 
Demorrary rrata are fa everUmg 
ibsr ahae. Cood i tioop bee* a^ — 

' the loci — --- 

Oetltcii 


mgjhi not ter be 


ym already know. srant cmiciams, V 


will find crilkiama. They 
ton lawwna uot naconstftnti 
btfoca tbe SnpmM Court I ‘ 
JwVfM changed Ills Biirai. ^ 


rtRW itm of the SupttflK: C^>t 

. . biM Blmply called attr^ioB tp.^bat 

the dissentiag opiniaqs of the coudL Tb^ you 

. .fonil Uarx we deny iu The^ri 

■ ■ ioqii.whiijip it e 


man wbo' 


unged lls a 


I when It 
first Uwe, 

lag to bear hia share os the burdens of the government 


fiad a man wbo b nnwortby to enjoy tbc blcsalnga of a government like ours. 

They say that we ore opposing national buk currency: it is true. If yon will read what 

inmaa IWwIrtt. uiit viwi will Knit Inal tin oaiH In ■nnrr'hinn tiisinnr tia mnitl nml tinl nn* iMmlVI 


The! 

dwjjp'it srent 
uuUlino of tbc 
of goT- 
kSilf^WlMn I find a 
pmtccta him, 1 


, 'Ww Rre la this OonvaMtiati toHlqjr, aad who tell ns that we ought to 

dedani Ih favor of it^nationdl UbnetaUbm— Uicttby dceUiiEg that the gold atandard b wrong 
an| UiatAhe prindpb fff bimetllUgra Is better— th«a vetTM^Ie four months ago were open and 
armrad fidvocatea «f the goldrffbmdard, and were tlwn tailia»na that we could not legisbte two 
mrfata I4|(eiher eviW tfgb tbdVld' of all the world s if UmiqAI standard b a good thing, we ought 
to ttadMI in fiivor ot HatreloMi^i ami not in favoe of abamlMlng It ; and if tbe gold atandard U 
a Iffd thlhg. why sliibl^kfv.npH uatil other nationfi ore williug to help as to let gof Here ia tbe 
ling of Ifettle, and we MM>aut upon whkh Imut they force ^e fignt; we are prepared to meet 
thdgl'rm Either Isane, or on both. If they tell us tgat the gold atandard b the sUmlatd of dvilic». 
tiog, we madr fo ibM Ibk. the most entightaned of^all (be nations of the earth, has never 

doffued (i^ gold standard, and that both lbs grrtt patties thU year are declaring againat'itf If 
tha gold iiauiurd la tbs stsndaxd of civilisation, w», my frtenda. ahonld srs not have it 1 If they 
L vi wt to meet na on that issue are caa present tbe IsKory of oat nslton. More that that ; we can 
tell them that Uw srill search Hie pages of history la vaia jo find a single instance where lbs 
common people ol aav land have ever declared tVamselves la favor of the gold atandard. They 
can find where tbe holders of fiaed inveatmeata bqaa declared for a gold atandard. bat not where 
the maaoea have. 

Mr. Carlisle aatd in 187K that this wua a slmg^ liat ween r the idle holders of idle cnpttal," 
and " the struggling masasm, who nrodoce the weaRV and pay llic tayea of the csmntty,’* and, ray 
friends, the question we arc to dedde U : Upon w|ddi side srtQ tbe Democratic party fight, noon 
tbe side of the ** idle holders of idb eapital,^ or upM the side gf ” the stnggliag masses r That 
b the qnestioa which the party mnst onssrer first, and thm it Rmsi he answerMl by each individnal 
hersafter. The srmpathies of tbe Ormocralk party, as oVoaraitry tbe pUtform, are on tbs aids of 
the struggling masses wbo have ever been the f^Jatfou oTlbe Democratic psrty. There are 
taro l<lesa of government There are Ibooc who bdktv that, Ifyoq will only bgtslale to make the 
well-to-do proapcitMia, their prosperity will leak tljOnMifk on tltoss below. Tbe Democratic idea, 
however, baa been that If you legbUte to make lha maaaes prdMwrona, their prosperity will find 
ito way np Uirougb every doas whkh rests upon. (bem. 

Yon come to as and tell na that tha-gnait dtira are la (kvornCIhagold atandard; we reply 
that the great citbs rest upon onr broadiana krtilr pndrh's. Rum down lour cities and leave our 
fonus, and your dike will spring up a^« .»• if V •»»»><'^ dmlroj onr farms aad the grass 
—111 .1 . — ta of every city in the country. 




will grow in the strcela 
My friends. 


we (iKlare thal'thls'.Vstton Is shle to legislate for iu ovm people on every question, 
" * ; aan upon that isaue » - 


without waiting foe the aid or consent of any other nation on earth; 
eapcct to carry every State ia the Union. I shall asd slander the tababitanU of tbe (air SUte of 
nor ifo. in tiakt I ant ■ isf tha ^tala nf Naw Vorrk hv asvinv that when thev are con- 
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William Jennings Bryan and the 

‘‘Cross of Gold” 

Speech 


By Ron Hunka 

On July 9, 1896, at the Democratic 
National Convention in Chicago, William 
Jennings Bryan, a former two -term con- 
gressman from Nebraska and recently- 
defeated senate candidate, rose to deliver 
an oration to address the great monetary 
crisis dividing the nation. Bryan’s “Cross 
of Gold” speech would prove to be one of 
the most memorable addresses in Ameri- 
can political history. 

In the last quarter of the 19th century, 
there were two major schools of thought 
about American monetary policy, each 
bitterly opposed to the other. Advocates 
of one were known as “silverites,” who 
favored a currency redeemable in silver 
or gold, a position called “bimetallism.” 
Silverites championed “free silver,” that 
is the free, unlimited coinage of silver. In 
addition, they advocated the circulation 
of “cheap” or devalued money. In this 
way, they hoped to be able to pay off their 
debts. (Silver had been used as money, 
along with gold, prior to its demonetiza- 
tion in the Mint Act of 1873. Th^ Act was 
derisively known among free silver advo- 
cates as the “Crime of 1873.”) 

Advocates of the second school were 
designated “goldbugs.” To ensure the dol- 
lar’s stability, they believed that a sound 
currency must be based on gold and that 
silver should be demonetized. (A Repub- 
lican Congress had essentially put the 


William Jennings Bryan's "Cross of Gold" speech 
from the 1896 Democratic National Convention. 


nation on a gold standard in the 1873 Act. 
This meant that the value of the nation’s 
monetary unit, the dollar, was fixed to a 
defined measure of gold.) 

Adherents of the silverite position 
were mainly members of the Demo- 
cratic party, the Populists — a political 
party that existed from 1891 to 1908, and 
other smaller parties. They were mainly 
farmers and laborers. The goldbugs were 
principally Republicans, who were pre- 
dominantly bankers and businessmen. 
However, President Grover Cleveland, a 
Democrat, along with a significant block 
of his party, supported the monetary poli- 
cies of the goldbugs. Such persons were 
often called “Bourbon Democrats,” a 
name sometimes mistakenly attributed to 
their drinking proclivities. 

The Sherman Silver 
Purchase Act of 1890 

As a concession to the grievances of the 
farmers, laborers and miners. Congress 
passed the Sherman Silver Purchase Act 
of 1890. It did not authorize the free and 
unlimited coinage of silver, but it did 
increase the monthly amount of silver that 
the government was required to purchase to 
4.5 million ounces. The aim of the bill was 
to allow farmers to pay off large debts with 
cheaper dollars. The silver was paid for with 
special issue Treasury notes, which could 
be redeemed for either silver or gold. How- 
ever, when investors began to preferentially 
redeem the notes for gold, it resulted in a 
depletion of federal gold reserves. 

In 1893, to address the gold reserves 


problem. President Cleveland called a spe- 
cial session of the 53rd Congress to repeal 
the Silver Purchase Act. Of course, the 
silverites opposed the action, and Con- 
gressman William Jennings Bryan spoke 
against the bill. On August 16, to a full 
membership of the House and an over- 
flowing visitors gallery, Bryan articulated 
what he considered to be the potentially 
“dire consequences of a single gold stan- 
dard.” It would, he said, shrink the global 
supply of money when the world popula- 
tion was growing and make the price of 
gold rise so that the “debt of the debtor” 
would increase. Quoting from Dante 
Alighieri’s The Divine Comedy, Bryan 
opined, it would lead to a “realm over 
whose door is written: ‘Abandon hope, all 
ye who enter here!”’ 

Overall, Bryan displayed an adroit com- 
mand of the literature of currency and 
eloquently made his case that a monetary 
system based on both gold and silver would 
best bring about a stable economy. In 
the end, however, Bryan’s efforts failed, as 
Cleveland succeeded in repealing the Act. 

The Paid Lecturer 

When Congress formally adjourned in 
March 1895, Bryan, the two -term con- 
gressman who was now unemployed, 
made it known that he was available to 
speak on topics such as “lower tariffs, pro- 
hibition, the graduated income tax and the 
free coinage of silver.” 

After a failed attempt at election as sen- 
ator from Nebraska, at a time when sena- 
tors were still elected by state legislatures. 
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1 904 Puck cartoon featuring William Jennings Bryan walking along railroad tracks, following a sign "To Salt 
River" (on the 1 896 free silver dime). He is carrying a gold cross, crown of thorns, bellows and megaphone. He 
is followed by Arthur Brisbane, James K. Jones, Charles A.Towne, Richard F. Pettigrew and Gardner F. Williams. 


Bryan settled on a career in journalism 
and lecturing. In the former, he wrote 
editorials for the Omaha World-Herald. 
In the latter, working through several 
speakers bureaus, he became a paid lec- 
turer. Earning anywhere from $50 to the 
remarkable sum, for that time, of $200 per 
speech, Bryan made major speeches four 
or five times a week. Not uncommonly, 
though, he also delivered speeches pro 
bono for those who could not pay. 

It was the Worst of Times 

The Panic of 1893 brought about the worst 
financial crisis in US history up to that 
time. Among other precipitating factors, 
the Panic resulted when a major eastern 
railroad, the Reading, went into receiver- 
ship due to over expansion and a resulting 
inability to repay loans. This turn of events 
caused the bankruptcy of about a quarter 
of the nation’s railroads, the collapse of 
600 banks and the closure of 16,000 busi- 
nesses. Subsequently, the stock market 
plunged, and an agricultural depression in 
the South and West worsened. 

Over the next few years, unemployment 
rose to four million. Despite the serious- 
ness of the situation, believing with many 
politicians of the time that such events 
were a normal part of the self-correcting 
business cycle. President Cleveland took 
little action. However, he did choose to 
shore up the gold reserves — which had 
dropped below the psychological barrier of 
$100 million — via discounted bond sales to 
J.P. Morgan and American representatives 
of the Rothchilds. Both made huge profits. 

As Clear as a Cathedral Bell 

The Panic set the stage for the 1896 presi- 
dential election and Bryan’s speech at the 
Democratic convention. According to histo- 
rian Michael Kazin, once in office new presi- 
dents of that period usually did not entertain 
the notion of radical changes in national 
policy, but rather leaned toward conserva- 
tive policies. Bryan, however, was different 
and envisioned a radical transformation of a 
political order increasingly controlled by the 
power of great financial and manufacturing 
corporations. A devout Presbyterian, Bryan 
saw himself as the emerging leader of a great 
moral crusade, which would bring about “a 
regime of Christian decency” and an accom- 
panying focus on the interests of farmers 
and working people. 


Leading up to the presidential election 
of 1896, Bryan, through his numerous 
speaking engagements, had kept his name 
before the public and built a reputation as 
a champion of the little man. So much so 
that eventually he acquired the appella- 
tion, “the Great Commoner.” 

Bryan’s nonpareil oratorical skills had 
not come to him by chance. They were 
the result of a lifetime of practice. As a 
boy, his mother had him perform dra- 
matic presentations from the McGuffey 
Readers. Later, he studied with elocu- 
tion teachers and participated in col- 
lege debating opportunities. In this way, 
Bryan perfected his speaking skills. In his 
Memoirs, he wrote that, as a young man, 
he had “felt the lure” of public speaking 
and entered every speaking contest avail- 
able. Observers characterized his speak- 
ing skills as “brilliant” and sometimes 
“breathtaking.” 

Leading up to the 1896 presidential 
campaign, Bryan had become recog- 
nized by many as the finest orator of 
his day. Even those who disagreed with 
him acknowledged the magnificent qual- 
ity of his voice. Before the invention of 
the audio amplifier in 1909, the strength 
of a speaker’s voice was one of his most 
essential tools of his trade. In fact, Bryan’s 
wife told a story of how, in Corpus Christi, 
Texas in 1898, she had once overheard 
clearly a conversation he was having with 
a man three blocks down the street from 
where they were staying. 


Since recording devices did not exist at 
the time of the 1896 Democratic convention, 
only written recollections and impressions 
of Bryan’s voice remain. One observer, for 
example, characterized his voice as “deep 
and powerfully musical,” a second as “free, 
bold, picturesque,” and a third as “clear as a 
cathedral bell.” In the eventual presidential 
campaign in which Bryan reputedly gave 
“3,000 formal speeches,” his powerful voice 
sustained him. 

The Democratic Convention of 1896 

By the spring of 1896, the nation’s economy 
gave little reason for optimism, and in the 
six months prior to the convention the 
silver issue dramatically gained strength. 
By the convention’s opening in July, in the 
minds of most Democrats, the silver issue 
“became a metaphor for reform and a cure- 
all for what ailed America.” By this time, a 
majority of the convention delegates sup- 
ported some configuration of bimetalism. 

With a seating capacity of 20,000 and 
a floor space of five-and-a-half acres, the 
Chicago Coliseum was arguably the larg- 
est permanent exhibition building in the 
world. To date, it had managed to accom- 
modate events as large and rambunctious 
as Buffalo Bill’s Wild West Show. 

Given the vastness of the physical facil- 
ity, the Coliseum was a worthy challenge 
for the lung capacity of the best orators 
of the day. (In fact. Senator Vilas of Wis- 
consin had to quit the rostrum when his 
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1 896 Democratic party nominees William Jennings Bryan 
for president and Arthur Sewall for vice president. 


voice failed.) To compete with the din of 
a huge audience, speakers had to resort to 
orator’s tricks of the day, such as spread- 
ing and raising their arms to expand 
their lungs and diaphragms to crank up 
the volume of their voices and moving 
around the stage to reach different parts 
of the audience. Even so, beyond the front 
rows, it could be difficult for some of the 
audience to make out the finer points of 
a speaker’s address. But Bryan, with his 
powerful voice, was the master of all the 
acoustical obstacles of the great coliseum. 

In 1896, Grover Cleveland was complet- 
ing his second presidential term. Though 
he was not a candidate, he did what he 
could to support his Bourbon-goldbug 
faction at the convention. So he dispatched 
the former navy secretary, William Whit- 
ney, with a private, three-car train loaded 
with gourmet food and wine to lift their 
spirits. But the gesture mainly illustrated 
the pecuniary disparity between silveri- 
tes and Bourbons. (In contrast, with an 
affinity for frugality, Bryan was to muse 
after the convention, when checking out 
of his hotel, that he had only incurred 
$100 in expenses to win the Democratic 
nomination.) So bitter was the infighting 
on every vote in the convention — almost 
all of which the Bourbons lost — that a 
goldbug Democrat commented that he 
was reminded of “the French Revolution.” 

On the third day of the convention, 
when the Bourbons insisted on debating 
the primary issues of the platform on the 


floor, each side selected speakers to present 
its views. The silverites, holding sway, took 
the first and last speaker positions, and 
three gold bugs filled the remaining slots. 

Viewing the last position as the stron- 
gest, Bryan persuaded co-silverite Ben 
Tillman of South Carolina to take the 
longer, opening debate position. As it 
turned out, after a disastrous speech from 
the former secessionist, Tillman, and an 
overall two hours of rambling, half-heard 
speeches, the disappointed audience, 
which had expected more, became rest- 
less. Some began to call out for Bryan. His 
moment had arrived. 

William Jennings Bryan, only 36 years 
old, quickly navigated the stairs leading 
up to the 20-foot-high rostrum of the 
Coliseum. After words of deference to the 
speakers before him, he began, “I come to 
speak to you in defense of a cause as holy as 
the cause of liberty— the cause of human- 
ity.” Bryan and his followers earnestly 
believed that this was a fight for the fate of 
democracy itself. After about 20 minutes 
of countering the goldbug positions, Bryan 
drew to his conclusion. Raising his hands 
to his head, he put his fingers out along 
his forehead and said, of the goldbugs, “we 
will answer their demand for a gold stan- 
dard by saying to them: You shall not press 
down upon the brow of labor this crown 
of thorns, you shall not crucify mankind 
upon a cross of gold.” 

Stepping back, away from the podium, 
Bryan extended his arms straight out from 


the sides of his body and held them there 
for a long moment in a pose that in a 
flash evoked the crucifixion. The crowd 
was stunned into silence, and the speaker 
left the rostrum and walked toward the 
Nebraska delegation. Then the Coliseum 
crowd detonated into a raucous celebra- 
tion about twice as long as the speech 
itself. Both men and women stood on 
their chairs and threw their hats in the 
air, oblivious to where they came down. 
Two elderly southern delegates embraced 
one another and wept profusely. A band 
struck up “For He’s a Jolly Good Fel- 
low,” and the silverites hoisted Bryan on 
their shoulders and marched around the 
Coliseum to the music. Such processions 
were copied at presidential conventions 
for years to come. 

Contrary to popular belief, Bryan’s 
speech was not impromptu. He had 
planned it, practiced it and refined it for 
months, down to the memorable ges- 
tures, long before the convention. He 
had even used the analogies about the 
crown of thorns and cross of gold in ear- 
lier speeches. But the communications of 
those days being what they were, these 
figures of speech would not have been 
familiar to his audience. 

In the fourth round of delegate voting 
that followed Bryan’s speech, he went on 
to win his party’s nomination. In Bry- 
an’s victory, the “poet-reporter” Edgar 
Lee Masters — author of the classic Spoon 
River Anthology — S2iw “the beginning of 
a changed America.” Not since Andrew 
Jackson, he pointed out, had a major 
political party sided with the poor. 

The Election Outcome and the 
Firmament of the Gold Standard 

In the presidential election of 1896, Bryan 
received 6.5 million votes, more than any 
previous presidential candidate. But pro- 
gold William McKinley rang up 7.1 mil- 
lion votes. McKinley won 23 states and 271 
electoral votes, while Bryan won 22 states 
and 171 electoral votes. 

In the last year of his first term, on 
March 14, 1900, President McKinley signed 
into law the Gold Standard Act, formally 
putting the United States on the gold 
standard on which it had informally been 
since 1873. The Act made gold the only 
metal for which paper money could be 
redeemed and charged the Secretary of the 
Treasury with » continued on page 39 


www.MoAF.org | Fall 2015 | FINANCIAL HISTORY 23 







DIGITAL GOLD 




Reinventing Money in the 21st Century 


By Nathaniel Popper 

The virtual currency Bitcoin is often viewed 
as a holt out of the blue — an idea that 
came fully formed from the mind of its 
mysterious creator, Satoshi Nakamoto, 
who first released the idea in 2008. Nathan- 
iel Poppers book, Digital Gold: Bitcoin 
and the Inside Story of the Misfits and 
Millionaires Trying to Reinvent Money, 
uncovers the true history of Bitcoin, includ- 
ing the many years of experimentation that 
made the technology possible. Much of the 
most important work began in the 1990s in 
an early online community known as the 
Cypherpunks. The Cypherpunks were con- 
cerned about maintaining personal privacy 
in a digital world. One of the main goals of 
the Cypherpunks was to create a new kind 
of digital cash that would not leave a trail 
of personal details like a traditional credit 
card statement. These ambitions to create 
a new digital money led to many experi- 
ments that failed at the time but were later 
harnessed for Bitcoin. This excerpt from 
Digital Gold provides some historical per- 
spective for these Cypherpunk experiments. 

The notion of creating a new kind 
of money would seem, to many, a rather 
odd and even pointless endeavor. To most 
modern people, money is always and 
everywhere bills and coins issued by coun- 
tries. The right to mint money is one of the 
defining powers of a nation, even one as 
small as the Vatican City or Micronesia. 

But that is actually a relatively recent 
state of affairs. Until the Civil War, a 
majority of the money in circulation in the 
United States was issued by private banks, 
creating a crazy patchwork of competing 
bills that could become worth nothing 
if the issuing bank went down. Many 
countries at that time relied on circulating 
coins from other countries. 

This was the continuation of a much 
longer state of affairs in which humans 
engaged in a seemingly ceaseless effort 
to find better forms of money, trying out 


gold, shells, stone disks and mulberry bark 
along the way. 

The search for a better form of money 
has always been about finding a more 
trustworthy and uniform way of valuing 
the things around us — a single metric that 
allows a reliable comparison between the 
value of a block of wood, an hour of car- 
pentry work and a painting of a forest. As 
sociologist Nigel Dodd put it, good money 
is “able to convert qualitative differences 
between things into quantitative differ- 
ences that enable them to be exchanged.” 

In the 1990s, an online community, 
known as the Cypherpunks, began working 
on several free-wheeling experiments to 
create a new kind of money for the digital 
age. The money imagined by the Cypher- 
punks looked to take the standardizing 
character of money to its logical extreme, 
allowing for a universal money that could 
be spent anywhere, unlike the constrained 
national currencies we currently carry 
around and exchange at each border. As 
privacy activists, the Cypherpunks also 
wanted money that would be harder for 
governments to track than transactions in 
the existing financial system. 

In their efforts to design a new currency, 
the Cypherpunks were mindful of the 
characteristics usually found in successful 
coinage. Good money has generally been 
durable (imagine a dollar bill printed on 
tissue paper), portable (imagine a quarter 
that weighed 20 pounds), divisible (imag- 
ine if we had only $100 bills and no coins), 
uniform (imagine if all dollar bills looked 
different) and scarce (imagine bills that 
could be copied by anyone). 

But beyond all these qualities, money 
always required something much less tan- 
gible, and that was the faith of the people 
using it. If a farmer is going to accept a 
dollar bill for his hard-earned crops, he 
has to believe that the dollar, even if it is 
only a green piece of paper, will be worth 
something in the future. The essential 
quality of successful money, through time, 
was not who issued it — or even how 
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portable or durable it was — but rather the 
number of people willing to use it. 

In the 20th century, the dollar served 
as the global currency in no small part 
because most people in the world believed 
that the United States and its financial sys- 
tem had a better chance of surviving than 
almost anything else. That explains why 
people sold their local currency to keep 
their savings in dollars. 

Money’s relationship to faith has long 
turned the individuals who are able to cre- 
ate and protect money into quasi-religious 
figures. The word “money” comes from 
the Roman god Juno Moneta, in whose 
temple coins were minted. In the United 
States, the governors of the central bank, 
the Federal Reserve, who are tasked with 
overseeing the money supply, are treated 
like oracles of sorts; their pronouncements 
are scrutinized like the goat entrails of 
olden days. Fed officials are endowed with 
a level of power and independence given 
to almost no other government leaders, 
and the task of protecting the nation’s 
currency is entrusted to a specially created 
agency, the Secret Service, that was only 
later given the additional responsibility of 
protecting the life of the president. 

Perhaps the most famous, if flawed, ora- 
cle of the Federal Reserve, former chair- 
man Alan Greenspan, knew that money 
was something that not only central bank- 
ers could create. In a speech in 1996, just 
as the Cypherpunks were pushing forward 
with their experiments, Greenspan said 
that he imagined that the technological 
revolution could bring back the potential 
for private money and that it might actu- 
ally be a good thing: 

“We could envisage proposals in the 
near future for issuers of electronic pay- 
ment obligations, such as stored-value 
cards or ‘digital cash,’ to set up specialized 
issuing corporations with strong balance 
sheets and public credit ratings.” $ 

Nathaniel Popper is a reporter at The 
New York Times, where he has covered 
the intersections between Wall Street and 
Silicon Valley. Before joining the Times, 
he worked at the Los Angeles Times and 
the Forward. This article was excerpted 
from his latest book, Digital Gold: Bit- 
coin and the Inside Story of the Mis- 
fits and Millionaires Trying to Reinvent 
Money, Copyright © 2015 by Nathaniel 
Popper. Reprinted courtesy of Harper, an 
imprint of Harper Collins Publishers. 
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By Edward L. Morris 

There is a good case for naming either 
Paul Warburg or Carter Glass the “father” 
of the Federal Reserve. Through their 
independent efforts — Warburg s largely 
between 1906 and 1912 and Glass’s between 
1912 and 1913 — each was key to the forma- 
tion of America’s only enduring central 
bank. But they were strange bedfellows 
and didn’t care much for each other — and 
each was loath to give the other credit for 
the Fed’s creation. 

Warburg was part of a prominent Ger- 
man banking family and immigrated to 
America to join the powerful Wall Street 
partnership of Kuhn, Loeb & Co. He 
played an important role in raising money 
from international investors to finance 
American business, and was, purportedly, 
the inspiration for the Daddy Warbucks 
character in the Little Orphan Annie 
comic strip. 

Paul Warburg (left) and Carter Glass (right) 
may be considered reluctant co-fathers 
of the Federal Reserve. 


By contrast. Glass was a combative, 
self-educated Democratic congressman 
who grew up in the South during the 
hardscrabble years of Reconstruction. His 
views were closely aligned with the anti- 
banking populist William Jennings Bryan; 
he referred to Wall Street bankers like 
Warburg as “money devils.” 

From the time he came to the United 
States in 1902, Warburg was mystified 
that the country, on its way to becoming 
the largest economy in the world, had no 
institution to provide liquidity and order- 
liness to its banking system, and, most 
worrisome, there was no lender of last 
resort to quell the crescendo of financial 
panics that plagued the country during 
the latter half of the 19th century. He used 
his prominence on Wall Street to sound 
warnings about the escalating dangers of 
operating without a central bank, and, in 
a prescient 1906 speech before the New 
York Chamber of Commerce, he spoke 
of a coming financial catastrophe: “I do 
not like to play the role of Cassandra, but 
mark what I say. If this condition of affairs 
is not changed, and changed soon, we will 


get a panic in this country compared to 
which those which have preceded it will 
look like child’s play.” 

Later that year the financial catastrophe 
Warburg warned of appeared in the form 
of the Panic of 1907. That panic, like those 
that preceded it, started small but grew in 
virulence and quickly spread throughout 
the banking system until it was finally 
quelled by the 70-year-old J. Pierpont 
Morgan. Operating from the library of 
his midtown home, Morgan acted as a de 
facto central bank for the nation, assem- 
bling emergency funding and commit- 
ments from other bankers and from the 
US Treasury Department. 

Morgan limited the panic’s damage and 
halted its spread to Wall Street’s largest 
banks, but finally the consequences of 
operating without a central bank became 
apparent to many lawmakers, including 
Republican Nelson Aldrich, the chairman 
of the Finance Committee of the US Sen- 
ate. After the harrowing but ultimately 
successful resolution to the Panic of 1907, 
Aldrich stated what was increasingly obvi- 
ous: “Something has got to be done. We 
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may not always have Pierpont Morgan 
with us to meet a banking crisis.” 

As a first step towards reform, Aldrich 
pushed the passage of the Aldrich- Vree- 
land Act through Congress in May 1908, 
with one of its key provisions being the 
establishment of the National Monetary 
Commission to study central banking 
practices in other countries. He also made 
it a point to meet with Warburg and, 
after hearing his views on central banking 
issues, Aldrich invited him to address his 
commission at a meeting at New York’s 
Metropolitan Club. Although Warburg 
was a proponent of European-style cur- 
rency management that allowed for sen- 
sible adjustments of the money supply to 
safeguard the financial system and pro- 
mote the economy, he did not argue that 
a US central bank, like those in Europe, 
needed to operate independently from 
the federal government. And with the 
geographic expanse of the country, he 
suggested setting up a network of central 
banks rather than a single bank in New 
York or some other money market city. 

Aldrich embraced Warburg’s ideas and 
brought him and a group of leading Ameri- 
can financiers to a secret, several day meet- 
ing in November of 1910 at the stately Jekyll 
Island Club off the barrier reefs of Georgia. 
The purpose of the meeting, where War- 
burg was a “first among equals,” was to 
structure an American style central bank, 
and by the time the conferees boarded 
Aldrich’s private railroad car for the return 
trip from Georgia, the first version of the 
so-called Aldrich Plan had been created. 

The plan envisioned a National Reserve 
Association that would conduct its busi- 
ness through a string of 15 interconnected 
banks throughout the United States. 
Under the Aldrich Plan the governance 
of the National Reserve would be con- 
trolled by a mix of private bankers and 
government policy makers. The associa- 
tion would, in accordance with Warburg’s 
conception, rediscount commercial paper 
offered to it by member banks to provide 
enhanced liquidity and increase the elas- 
ticity of the money supply. And it would 
serve as a fiscal agent for the US Treasury 
in gathering reserves held at the associa- 
tion’s banks in the event a lender of last 
resort was needed. 

In early 1912, a little over a year following 
the Jekyll Island meeting, Aldrich presented 
the National Monetary Commission’s final 
report, with the Warburg-inspired Aldrich 


Plan as its spine. The Aldrich Plan became 
the Aldrich Bill, but, with none of the three 
presidential candidates endorsing it, the 
bill went nowhere in Congress during the 
1912 election year. Teddy Roosevelt, who 
ran under the Bull Moose Party, had ear- 
lier expressed support for a central bank 
and suggested that Warburg would be the 
ideal person to run it: “Why not give Mr. 
Warburg the job? He would be the finan- 
cial boss, and I would be the political boss, 
and we could run the country together.” 

But not long after, Roosevelt pulled 
his support, citing a belated concern that 
the Aldrich Plan would place the coun- 
try’s currency and credit system in pri- 
vate hands, not subject to effective public 
control. Even the Republican candidate, 
Howard Taft, in his unsuccessful run as 
the incumbent, failed to endorse the plan. 

But the most vehement opposition to 
the Aldrich Bill came from the Demo- 
crats. Bryan was a powerful force at the 
party’s stormy 1912 convention, and he 
viewed central banking as an activity that 
benefited only the interests of the Eastern 
banking elite. As a condition for releasing 
his delegates to Woodrow Wilson, he pro- 
moted a plank in the party’s platform that 
stated, “The Democratic Party is opposed 
to the Aldrich Plan or a central bank.” 

After Wilson trounced Taft and Roos- 
evelt, with his fellow Democrats gaining 
firm control of both houses of Congress, 
it appeared to Warburg that the efforts 
for bank reform had been for naught. He 
was certain that the Democrats — belong- 
ing to a party, in Warburg’s opinion, that 
was controlled by “a powerful wing wed- 
ded to the wildest monetary and banking 
doctrines” — would let the Unites States 
operate for the indefinite future without a 
central bank. 

But Warburg was wrong. Glass under- 
stood the financial perils the country would 
face without a central bank and emerged as 
a champion of a banking reform. He iden- 
tified the “Siamese twins of disorder” — an 
inelastic currency and a fractionated reserve 
system — and believed that, without a cen- 
tral bank, it was just a matter of time until 
the next financial panic surfaced. (Glass 
knew the country needed a central bank, 
but, given his party’s well-known position 
on central banking, he avoided calling it 
that. Even much later, when writing about 
the creation of the Eederal Reserve, Glass 
clarified that “wherever the term ‘central 
bank’ occurs in this narrative it means a 


‘central bank of banks’ dealing only with 
the member bank of a system and not a 
central bank in the European sense, trans- 
acting business with the public.”) 

Glass didn’t wait long after the 1912 elec- 
tions to move on bank reform. He traveled 
through snow on the day after Christmas, 
from Lynchburg, Virginia to Wilson’s 
home in Princeton, New Jersey, to present 
the president-elect with an alternative to 
the Aldrich Plan. After Wilson gave his 
approval in principle. Glass went to work 
in earnest. He received assistance from 
able committee members and staff, but 
any tracing of the bill’s progress shows 
Glass pulling the laboring oar. The pas- 
sage of the federal Reserve Act (initially 
the Glass -Owen Bank and Currency Act) 
was in large part a Glass production with a 
fairly quick — if sometimes heated — rec- 
onciliation achieved between the House 
and Senate versions. Wilson signed the 
Act into law in December 1913, almost one 
year to the day that Glass raised the central 
bank topic with him. 

Glass’s legislative accomplishment was 
remarkable not just for its speed, but for 
the re-evaluation of the central bank issue 
he prompted among his fellow Democrats. 
Perhaps only Glass, with his populist bona 
fides could have engineered such a policy 
turnaround. The five-foot-four Glass had 
long established himself among his fellow 
Democrats as a self-proclaimed David up 
against the banking Goliaths. His maiden 
speech in Congress, in fact, was a denun- 
ciation of the 1908 Aldrich- Vreeland Act, 
and he was steadfast in his opposition to 
the 1912 Aldrich Plan. 

Yet it is hard to refute the notion that 
much of the final legislation that Glass 
championed was merely a refashioned 
Aldrich Plan. The name of the new bank- 
ing system was changed from the National 
Reserve as conceived by the Republicans 
to the federal Reserve, and the number of 
reserve banks was reduced from 15 to 12. 
furthermore, two of the major differences 
of substance between the Aldrich Plan 
and the federal Reserve Act — the fed’s 
governance and the backing of the cur- 
rency-resulted not from Glass’s initia- 
tives, but from those of Wilson and Bryan. 

Glass, like the Republicans, felt strongly 
that a board composed entirely of govern- 
ment officials and appointees would sub- 
ject the Eederal Reserve to undue political 
influence. But Bryan, now Secretary of 
State in Wilson’s administration, was still 
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an important voice on banking in Wil- 
son’s cabinet and he argued strenuously 
that any representation from the business 
community on the Federal Reserve board 
was inappropriate. 

Wilson was eventually brought in as a 
tie-breaker to make the final decision on 
the composition of the board. In a meeting 
convened to win over Wilson’s support for 
a balanced board, Glass summoned prom- 
inent members from the American Bank- 
ers Association to visit with the president 
in the White House for the purpose of 
reinforcing Glass’s arguments. Each had 
his say, with an approving Glass looking 
on. But at the end of their presentations 
Wilson asked: “Will one of you gentle- 
men tell me in what civilized country on 
the earth there are important govern- 
ment boards of control on which private 
interests are represented?” There being no 
effective rejoinder from the bankers, the 
progressive arm of the Democratic Party 
carried the day and the Federal Reserve 
wound up with a board composed entirely 
of presidential appointees — and with its 
headquarters in Washington, DC. 

Glass and Bryan remained at logger- 
heads over other issues during the crafting 
of the Federal Reserve Act, and Wilson 
was again brought in as a tie-breaker. 
When Senator Robert Owen, heading 
the Senate’s legislative efforts, sided with 
Bryan on the matter of a US backing of 
the currency, as opposed to relying on the 
inherent security of the proposed Federal 
Reserve notes, the issue wound up on 
President Wilson’s desk. 

Glass believed that Bryan’s stance 
showed a profound lack of understand- 
ing about the more than ample safety of 
the proposed Federal Reserve note, and 
he pleaded earnestly with the president to 
withhold his support for formal govern- 
ment backing. Wilson listened attentively 
to Glass’s argument and concurred with 
his reasoning, but, in a nod to Bryan’s 
intransience on the issue, suggested that 
the congressman “surrender the shadow 
but save the substance” by preserving the 
full faith and credit government guaranty. 
Glass was not happy on this issue but 
ultimately agreed to go along with the 
“innocuous camouflage.” 

Even with these changes, the Federal 
Reserve Act still owed much to the struc- 
ture that Warburg and the Republicans had 
shaped as the Aldrich Plan. And the gentle- 
manly Warburg would have likely lived 


out the rest of his life comfortable in the 
knowledge that he had made significant, if 
not widely appreciated, contributions to his 
adopted country through his early work in 
the creation of the Federal Reserve. 

But in 1927, 14 years after the passage 
of the Federal Reserve Act, Glass wrote 
An Adventure in Constructive Finance, 
a memoir that recalled the behind-the- 
scenes politics required to craft the legisla- 
tion creating the Federal Reserve System. 
Glass, who is better known today as one of 
the two sponsors of the 1933 Glass -Steagall 
Act, opened his book by stating, “It’s not 
especially important to have it precisely 
determined who was the author of what 
is known as the Federal Reserve Act.” 
But in the following chapters of the book 
he laid out a highly charged argument 
for himself— or, alternatively, in a polite 
demurer, for Woodrow Wilson — as the 
rightful father of the Federal Reserve. 

Warburg found it galling to read Glass’s 
rhapsodic and self- aggrandizing account 
of the Federal Reserve’s creation without 
ascribing any contribution from others. So 
in rebuttal to Glass’s slapdash and hyper- 
bolic Adventure, Warburg spent much of 
the following three years writing a massive 
and scholarly retort titled. The Federal 
Reserve System: Its Origin and Growth. 
He created a two-volume tome, with each 
volume exceeding 800 pages, and there is 
little doubt what motivated his writing it: 
“Miss Clio, the Muse of History,” War- 
burg wrote, “is a stubborn lady, entirely 
devoid of a sense of humor, and once she 
has made up her mind, it is exasperatingly 
difficult to alter her verdict. It is inad- 
visable, therefore, to delay too long the 
correction of inaccuracies, particularly in 
cases where silence might fairly be con- 
strued as assent.” 

In Warburg’s Federal Reserve System 
he sought to set the record straight. Tak- 
ing on Glass’s assertion that the Act was a 
one year. Democratic creation, Warburg 
made a more expansionary case, stating, 
“In order to be accorded its proper place, 
the reserve system must be looked upon as 
a national monument, like the old cathe- 
drals of Europe, which were the work of 
many generations and of many masters, 
and are treasured as symbols of national 
achievement.” 

Warburg traced the origins of the Fed- 
eral Reserve to the seminal November 1910 
Jekyll Island meeting at which the Aldrich 
Plan was hatched. Then in a methodical 


style much like an extended lawyer’s brief, 
Warburg provided a side-by-side compar- 
ison of the Aldrich Bill with the Federal 
Reserve Act. It’s doubtful that many read- 
ers, then or since, have taken the time to 
study Warburg’s section-by-section analy- 
sis, but even a cursory review shows that 
the bills are remarkably similar. 

So who is the rightful father of the Fed? 
The evidence is strong that the substance 
of the Federal Reserve Act of 1913 may 
owe more to Warburg than to Glass. Yet 
the evidence is equally strong that the 
Act would not have been passed without 
Glass’s political skills. Perhaps the pater- 
nity should be shared, with Warburg the 
intellectual father of the Federal Reserve 
and Glass its political father. 

President Wilson’s actions after the 
Act’s passage would seem to support 
the shared arrangement. He appointed 
Warburg as the Fed’s first vice chair- 
man — and it is likely that he would have 
been appointed chairman, but for the 
requirement at the time that the Secretary 
of the Treasury serve in that capacity. A 
few years later, Wilson appointed Glass 
as his Secretary of the Treasury. The two 
appointments were not just honoraria, 
of course, but they no doubt reflected 
Wilson’s recognition of the crucial roles 
Warburg and Glass played in the Fed’s 
creation. $ 

Edward L. Morris is professor of finance 
and former dean of the Plaster School of 
Business and Entrepreneurship at Lin- 
denwood University. This article has been 
adapted from his latest book, Wall Street- 
ers, with the permission of the publisher. 
Copyright (c) 2015 Columbia University 
Press. All rights reserved. 
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starting as a scrap operator in 1 91 5, 
Commercial Metals celebrates a century 


By Gregory DL Morris 

Fallen giants litter the field in the 
North American iron and steel business. 
Andrew Carnegie’s United States Steel, 
formed under the hand of JP Morgan in 
1901, was the first billion-dollar corpora- 
tion. It remains the largest integrated 
steelmaker in the country, but not without 
struggling mightily. Those same struggles, 
financial and operational, claimed Bethle- 
hem Steel, at one time the second-largest 
steelmaker in the country. 

Just 10 years after the founding of US 
Steel, Moses Feldman founded an enter- 
prise of slightly more modest scale: a scrap 
business in Dallas that came to be Com- 
mercial Metals Company (CMC). Feld- 
man, an immigrant from Russia, gradually 
established himself in the industry, and by 
the mid-i920S his company was one of the 
leading secondary metals dealers in the 
area. Moses ran the business until 1932, 
when his son, Jacob, took over. 

Through the decades CMC grew by 
expansion and acquisition, eventually 
integrating downstream to steelmaking 
and diversifying into some related indus- 
tries. The company went public on the 
American Stock Exchange in i960 and 
today has 200 facilities in almost two 
dozen countries. 

“Moses was the founder and built the 
business,” said Joseph Alvarado, CMC’s 
chairman of the board, president and 
CEO. “He did make some mistakes, but 
Jake got us out of them. I believe he had 
gone into another business and came back 
to help his father.” 

In one of those powerful and resonant 
stories from the Depression, Alvarado 
said at one point the bank was moving to 


A crane unloading scrap metal from a Model 
T pick-up truck in the early 1 920s. Many scrap 
dealers in this era still relied on mule-drawn 
wagons to gather scrap. 


foreclose. “Jake went into the bank with the 
keys, but persuaded them to stick with him 
and the company. They did, and the com- 
pany gutted it out through the Depression.” 

Stanley Rabin, former CEO, had 28 
years with CMC, retiring in 2008. “I over- 
lapped a few years with Jake Eeldman. 
He would always relate stories about the 
Depression; nothing major, just little 
things to get through a day at a time.” 

In a small irony, the Depression was 
not the toughest test for CMC or the scrap 
industry. Times were tough all over to be 
sure, but with people selling what they 
could, it was a buyers’ market. Public works 
and even some big private ventures — such 
as the Empire State Building, completed in 
1930 — kept some demand for steel. 

Once the United States entered World 
War II, the collection and processing of 
scrap metal became a component of the 
war effort. Steel mills, metal producers 
and foundries converted to war produc- 
tion plants making tanks, guns and ships. 
Americans were instructed to take their 
scrap metal to their local scrap yard for 
recycling. CMC operated at full capacity 
and bought and sold scrap at a rapid pace. 
The war years presented CMC the oppor- 
tunity to both make a profit and play a 
part in the war effort. 

Peace brought prosperity in the post- 
war boom. A small part of that boom 
was manifest a few hundred miles south- 
west of Dallas in Seguin, Texas, between 
San Antonio and Austin. Marvin Selig 
founded Structural Metals (SMI) there in 
1947. It was literally a greenfield opera- 
tion, built on what had been a cornfield, 
and started as a rolling mill, rolling rail to 
produce reinforcing bar, or rebar, the lat- 
tice of steel inside large concrete columns. 

In 1949, the first rebar was rolled and 
sold. In three months the company was 
profitable, and it produced 2,300 tons of 
rebar in its first year of operation. Custom- 
ers included steel fabricators, steel sup- 
ply companies, contractors and the Texas 
Highway Department. By 1951, SMI had 
expanded into steel fabrication. It was an 


important downstream step for a company 
that would in decades to come be distin- 
guished for its vertical integration. Accord- 
ing to Alvarado, Marvin was a visionary. 

“He was originally from New York 
City and worked in a machine shop in his 
youth. He then served at sea, then got his 
engineering degree at the University of 
Texas under the GI Bill,” Alvarado said. 
“He bought cheap land and used equip- 
ment. He had a keen sense for buying and 
building, bordering on genius for both 
equipment and leadership. He followed 
his dream.” 

The relationship between the two com- 
panies began as straight business, with 
CMC supplying Structural Metals with 
scrap. When times got tight, CMC agreed 
to equity in lieu of debt and eventually 
acquired the whole operation, with Selig 
staying on and the steelmaking operating 
autonomously. 

In i960, CMC became the first sec- 
ondary metals company to be listed on a 
major stock exchange, the American Stock 
Exchange. And in 1963, CMC acquired its 
initial stake in Structural Metals, mark- 
ing its entry to steelmaking. The timing 
was propitious: Structural Metals had just 
expanded upstream itself from rolling mill 
to steelmaking, not by building a blast 
furnace, but by building an electric arc 
furnace or minimill. It was the minimill 
revolution, along with legacy costs and 
labor upheavals, that would doom more 
than a few steelmakers in North America 
and worldwide (see sidebar). 

“The early ’60s were a very difficult 
period for the company,” Rabin said. 
“There were several factors. The Japanese, 
who had been big buyers for scrap, pulled 
out, prices dropped; all companies were 
affected. That became a motivating factor 
in our vertical integration: to diminish the 
cyclicality of a commodity business.” 

Rabin is careful to note that “vertical 
integration is different than conglomera- 
tion [which was very much in favor at that 
time]. We were adding value and moving 
closer to the most important markets.” 
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Stan Rabin, CEO of CMC from 1979-2006 
and chairman of the board from 1999-2008 


CMC also got into trading, initially to 
control supply and price of raw materials, 
but eventually as a business unto itself. 
“We had markets that smaller dealers 
could not access,” said Rabin. “Logically 
[and logistically] that grew from scrap 


into iron ore, copper and aluminum. In 
our integration we always kept internal 
pricing at market levels. It was my view 
that we did not want to subsidize our busi- 
nesses one over the other. Each had to be 
profitable on its own.” 

Clearly that was the case, because in 
1970, CMC grew to be listed on the Fortune 
500. Throughout the 1980s, the company 
continued vertical integration and growth, 
adding to its operations in recycling, man- 
ufacturing, fabrication and trading. CMC 
also expanded its downstream presence 
with the addition of construction-related 
operations. 

To further increase its manufacturing 
base and expand its geographic presence, 
CMC acquired Owen Steel in 1994. The 
largest acquisition to date, the Owen deal 
also gave CMC a total of six rebar fabri- 
cation shops, five structural fabrication 
shops and two joist plants. Those opera- 
tions are spread across South Carolina, 
North Carolina, Florida, Georgia and 



Joe Alvarado, president & CEO of CMC 
from 201 1 -present and chairman 
of the board from 201 3-present 


Virginia. Beyond the manufacturing sites, 
CMC operates a construction supply com- 
pany and three scrap-processing facilities. 

The chair of Owen Steel, Dorothy Owen, 
took her share of the payment entirely in 
CMC stock, making her the company’s 


“Fugger wrote the playbook for everyone who 

keeps score with money. A must for anyone 

interested in history or wealth creation.” 

—BRYAN BURROUGH, author of Days of Rage 
and coauthor of Barbarians at the Gate 
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From Puddlers to Minimills 


The business of steeinnaking is a recur- 
ring story of entrenched interests resist- 
ing change, only to see the industry pass 
them by. To be fair, it is the heaviest 
of heavy industries, with huge facilities 
tying down vast amounts of capital. It 
was not simply JP Morgan's largesse 
that made US Steel the first billion-dollar 
company; it was sheer necessity. 

From ancient times through the 
middle i8oos, steel was made through 
time- and labor-intensive processes that 
consumed great amounts of energy and 
resources for a very limited volume of 
finished material. That is why steel was 
reserved for essential tools, including 
weapons. Industrialized war brought the 
need for more steel of higher quality 
than could be made by "puddling," an 
early industrialized process that was bet- 
ter than its cottage predecessors. 

Sir Henry Bessemer is credited with 
inventing a quantum improvement in 
steelmaking, a process that still bears 
his name. Iron, coke (roasted coal) and 
limestone are melted together in a blast 
furnace. Then hot air is blasted through 
the melt. Impurities form a slag on the 
top of the melt, and steel is tapped from 
the bottom. 

Demand for steel boomed with the 
Crimean War (1853-56). Timing is every- 
thing. The Bessemer process was a vast 
improvement over previous methods, 
but it still needed much refinement. 
One of Bessemer's biggest mills was 


second-largest shareholder after the Feld- 
man family. She served on CMC’s board 
of directors for 16 years. CMC immedi- 
ately devoted capital investment and in- 
house expertise to upgrade the mill, which 
was renamed SMI-Owen Steel (now CMC 
Steel South Carolina) and achieved profit- 
ability by fiscal 1997. 

By the turn of the century, CMC owned 
four steel mills, in Seguin, Texas; Mag- 
nolia, Arkansas; Birmingham, Alabama 
and Columbia, South Carolina. In 2003, 
CMC purchased a major Polish steel 
mill in Zawiercie, which is currently the 


in Sheffield, to this day a name associ- 
ated with steel. Not surprisingly, patent 
battles raged for many years over tweaks 
and improvements in operations and 
metallurgy. Also not surprisingly, the 
puddlers' guild in England was powerful 
and resisted the new technology. 

American Alexander Lyman Holley 
visited Sheffield and licensed the Bes- 
semer process for steelmaking in the 
United States just in time for the Ameri- 
can Civil War (1861-65). Timing is every- 
thing. Holley and his partners improved 
the process further, building a show- 
piece furnace and mill in Troy, New York. 
Andrew Carnegie took note. 

The first electric-arc furnace in the 
United States began operations in 1907 
in Syracuse, New York, just six years 
after Carnegie Steel swept up most of 
the competition to form US Steel. The 
electric furnace is much simpler than 
the blast furnace. Shredded scrap steel 
is loaded into the furnace, along with 
flux materials to improve conductivity. 
The furnace is closed, and graphite elec- 
trodes begin to melt the steel. A great 
deal of power is needed, but the system 
is much less energy and capital intensive 
than a blast furnace: capital costs can be 
as little as 15-25 cents on the dollar for a 
blast furnace. 

As with the Bessemer process, electric 
furnaces needed much experimenta- 
tion and refinement. The big integrated 
steel mills did not so much dismiss the 


company’s largest mill, producing rebar, 
merchants and wire rod. 

Even as it grows and brings in new 
operations, CMC seems to be making his- 
tory, not just steel. “The Polish plant is 112 
years old,” said Alvarado, “We have been 
able to celebrate that legacy as well as the 
history here in North America. Whenever 
I visit one of our newer operations there is 
a very strong sense that it is a part of the 
company, part of the legacy, part of the cel- 
ebration, even if they just joined recently.” 

Rabin added, “as we were building a 
company, were also building a culture of 


technology out of hand, as relegate it 
to lesser roles. They stuck with the blast 
furnaces that represented so much sunk 
capital. 

By the middle of the 1900s, a century 
after Bessemer, the electric furnace was 
ready for prime time. Demand from war 
was not the catalyst this time. Quite to 
the contrary, it was supply for scrap and 
lack of demand for steel that allowed the 
electric furnace to overtake the blast fur- 
nace. The rise of global manufacturing 
and the concurrent decline in US manu- 
facturing meant a slump in domestic 
steel prices. 

General economic decline in the 
United States meant that plenty of scrap 
was available, lowering raw material 
costs for the arc operators. Most of them 
were new mills — one vanguard was 
a firm called Nucor — without legacy 
labor, capital or environmental burdens. 
Big integrated companies like US Steel 
and Bethlehem were saddled with huge 
capital costs, contentious labor relations, 
heavy pension liabilities and, in many 
cases, hidebound ideologies. 

Today it is not possible to differentiate 
minimills from integrated companies. 
The largest electric furnace operators 
are integrated themselves upstream into 
scrap and downstream into rolling mills. 
US Steel and the surviving other legacy 
steelmakers operate electric furnaces as 
well as blast furnaces. 


integrity, loyalty and accountability. That 
might sound like marketing, but we were 
one of the first public companies to put 
out a code of conduct. We stated that we 
were not going to do business in places 
where we thought ethics were lacking.” $ 

Gregory DL Morris is an independent 
business journalist, principal of Enter- 
prise & Industry Historic Research 
(www.enterpriseandindustry.com) and 
an active member of the Museum's edito- 
rial board. 
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Deluxe Corporation 


By Bart Ward 

In 1915, World War I was in full swing, 
Einstein published his General Theory of 
Relativity y Tesla and Edison were ignored 
by the Nobel Prize committee, Gandhi 
returned to India from South Africa, 
Alexander Graham Bell made the first 
transcontinental call and Erank Sinatra 
was born. That same year, William Roy 
(W.R.) Hotchkiss founded what would 
become Deluxe Check Printing, in St. 
Paul, Minnesota. 

Checking printing at the time was 
regional and mostly used by the business 
community. Some 90% of businesses used 
checks for payment transactions, with the 
public using bank counter checks for their 
personal use. In fact, bank counter checks 
were often distributed by various banks 
to stores that then made them available to 
customers who filled in their names and 
addresses on the checks where they banked. 

When Hotchkiss started his business, 
America was booming from World War I, 
and the Eederal Reserve Bank of the Ninth 
District was located in Minneapolis. The 
Eederal Reserve System had been created 
in 1913 through the Eederal Reserve Act, 
and check clearing was part of the Eed’s 
job as mandated by Congress. According 
to the The Federal Reserve System — Pur- 
poses and Functions publication: 

By creating the Eederal Reserve Sys- 
tem, Congress intended to eliminate 
the severe financial crises that had 
periodically swept the nation, espe- 
cially the sort of financial panic that 
occurred in 1907. During that episode, 
payments were disrupted throughout 
the country because many banks and 
clearinghouses refused to clear checks 
drawn on certain other banks, a prac- 
tice that contributed to the failure of 
otherwise solvent banks. To address 
these problems. Congress gave the 
Eederal Reserve System the authority 
to establish a nationwide check-clear- 
ing system. 


Top: Deluxe's original plant in St. Paul, Minnesota. 
Bottom: Inside Deluxe's printing plant. 


The strategic location of Hotchkiss’s 
business to the Eederal Reserve bank 
meant that Minneapolis/St. Paul would 
become a regional banking center. 

Hotchkiss was born on March 21, 1876, 
in Whitewater, Wisconsin. At 10 years of 
age, he started working for a local news- 
paper where he learned printing skills. 
He would become co-owner of the Dunn 
County News in Menomonie, Wiscon- 
sin— a respected newspaper. After trying 
his hand at a number of jobs, at age 32 he 
decided to pursue check printing, a job 
he had helped a friend with several years 
prior. With $300 of borrowed money, 
Hotchkiss set up shop in the People’s Bank 
Building in St. Paul on November 23, 1915. 

Checking has a long history, likely dat- 
ing to the Romans in the fourth cen- 
tury BC. There is some evidence that 
the Romans used “praescriptiones,” which 
seem to be tied to a credit function, rather 
than a debit function. A form of a check, 
known as a “sak,” appeared in the ninth 
century. Saks were used by merchants and 
could be cashed in various countries. The 
widespread usage of “depositor notes” 
really took off in Amsterdam in the 1500s. 
Depositors would leave their money with 
Dutch “cashiers,” who in return would 
pay the debts of depositors with the notes. 

The word “check” most likely came 
about in 18th century England, where 
the first printed checks are attributed to 
British banker Lawrence Childs in 1762. 
Around that time, tracking began with 
the use of serial numbers so people could 
“check on them.” Eventually clearing- 
houses were set up so that banks could 
easily provide settlement, without doing 
each check individually bank by bank. 

By the time Hotchkiss set up shop, check- 
ing had been institutionalized in the United 
States. His hard work and noted service 
policy of “in one day, out the next” would 
kick start the business. This policy was a 
commitment to turn mail order checks 
around in 48 hours. His first big break came 
in December 1915, from the Adrian State 
Bank in Southern Minnesota. The order was 
for 200 pocket checks for 70 cents. 

By 1916, Hotchkiss was able to land a 
number of large Minnesota banks, in addi- 
tion to small country banks. That October, 
Einer Swanson joined the company as 


partner, adding a sales presence to the 
firm. By 1919, the company relocated to a 
two -story building in St. Paul. On March 
15, 1920, The Deluxe Check Printers, Inc. 
was incorporated under Minnesota law. 

As the end of World War I ushered in 
a new era of consumer spending, and the 
Jazz Age and the Roaring ’20s came about. 
Deluxe was in a sweet spot to increase 
its sales — and it did. In 1923, Hotchkiss 
invented The Hotchkiss Imprinting Press 
(HIP). This allowed Deluxe to print three 
checks on a page. By 1929, the company’s 
revenues grew to $579,000. Hotchkiss stuck 
to his slogan of “asking for business solely 
on the basis of quality, service and price, 
backed by a guarantee of satisfaction.” 

In the meantime, other newcomers to 
check printing were starting up. By 1922, 
Checks Express had been founded, which 
eventually became part of Clarke American 
and is Harland Clarke today. Harland was 
founded by John Harland in 1923 and began 
printing checks in 1930. Another start-up 
to enter the industry around that time was 
the Check Printing Company, started in 
1927 in Northeast Portland, Oregon. 

At Deluxe, the 1920s were all about 
expansion. They developed a relatively sim- 
ple formula that would extend to all of the 
cities with Eederal Reserve banks — all 12 
district headquarters. Chicago was the first, 
followed by Kansas City and Cleveland. 
In the mid- 19 20s, Hotchkiss invented the 
two-way perforator to attach to the HIP, 
which allowed for “automatically perfo- 
rated horizontally and vertically at the press 
instead of in the bindery.” Next in line was 
the Hotchkiss Lithograph Press — a small 
lithograph press that made the company 
more efficient when printing checks. 

Hotchkiss began to concentrate on 
inventing and improving printing equip- 
ment, in order to make checks and check 
recording easier and more convenient for 
the end customer. He invented the “handy 
pocket check,” with a horizontal check reg- 
ister on top of the checkbook, a convenient 
feature the company marketed to custom- 
ers. In one of Deluxe’s 1920s catalogs, the 
copy read, “The Individualized Check today 
is considered almost as necessary in leading 
social and business circles as the calling or 
business card. It marks the user as a man of 
distinction and discrimination.” 
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Deluxe Corporation 



Early Deluxe check catalog. 



Deluxe office, circa 1 933. 


The Crash of 1929 ushered in the Great 
Depression, which hurt Deluxe along with 
most other businesses. Deluxe was a pri- 
vate company, so its stock price was not 
affected by the crash. However, as the 
1930s progressed, “Deluxe’s vulnerability 
was directly linked to its bank customers, 
who were embroiled in the worst bank- 
ing crisis in the nation’s history.” Sales 
declined in 1932-33. 

As the company struggled, Hotchkiss 
solicited his employees’ advice, which was 
highly unusual in corporate America at 
the time. According to the company’s 
official history, the employees “opted for a 
six-hour work day. . .accepted wage reduc- 
tions (cuts extended to the highest levels 
of the company, including Hotchkiss’s 
and other officers’ salaries) ... [and] when 
Deluxe had problems meeting payroll, 
Deluxers often agreed to forego a pay- 
check until banks paid their bills.” Deluxe 
continued on as a mail order house. 

Then, in 1932, Hotchkiss hired George 
W. McSweeney as sales manager. Until 
then. Deluxe had a one-person sales 
force; this would change dramatically, 
as McSweeney was a powerhouse who 
“proved to be a dynamic, inspirational 
leader and transformed the company’s 
sales strategy.” By 1938, Deluxe employed 
seven sales representatives who, under 
McSweeney, were selling a service instead 


of a product, emphasizing print quality, 
offering two -day imprinting services and 
guaranteeing satisfaction along with its 
“standardized check program.” 

McSweeney would also cater to smaller 
clients, as opposed to strictly providing 
checks to businesses. This process proved 
to be educational, as banks resisted pro- 
viding checks to the average person with a 
small account. This led to the introduction 
of Deluxe’s Personalized Check Program 
in March 1939, which became a success in 
short order. McSweeney said at the time, 
“We seem to have hold of something 
which is a lot bigger than we first thought, 
and we are stepping out with the complete 
program well ahead of any others in the 
industry.” This was all happening on the 
eve of World War II. 

While the war negatively affected many 
businesses. Deluxe managed to do well. 
On its 25th anniversary in 1940, sales sur- 
passed the $1 million mark. McSweeney 
was promoted to president, and the com- 
pany printed checks for the government’s 
ration banking program. This increased 
sales by over 30%, and by 1945 company 
sales were $2.3 million. Hotchkiss by this 
time was semi-retired, and in September 
of 1941 he officially retired. He died in 1948 
at the age of 72. 

After the war. Deluxe established new 
plants in Kansas City, Chicago and St. 


Paul. Platemaking and lithography depart- 
ments were set up in Newark, New Jersey, 
and Deluxe Cleveland moved into new 
offices. The use of checks increased sub- 
stantially from the mid-i940s into the 
1950s. By 1949, plans were underway for 
a new “territorial plant” in Paili, Pennsyl- 
vania. From the mid-1950s to i960, new 
operations were set up in Indianapolis, 
Indiana; Dallas, Texas; Chatsworth, Cali- 
fornia and Detroit, Michigan. 

Check usage was swamping the bank 
check processing systems in use at the 
time, and a new system called magnetic 
ink character recognition (MICR) was cre- 
ated in 1959. This was a major innovation 
in check processing, and Deluxe “emerged 
as the authority on magnetic ink printing, 
pushed by McSweeney.” The company 
grew substantially during this time, but on 
July 20, 1962, McSweeney died unexpect- 
edly. According to the company’s history, 
he left a “legacy of monumental contribu- 
tions to the company. Without him, it is 
doubtful that Deluxe would have become 
the leader in the check printing industry.” 

Joe Rose, a 33 -year Deluxe veteran, 
became president of the company, just 
in time for major changes in the industry 
during early 1960s. Credit cards began 
to take hold, and many predicted the 
death of checks. Deluxe’s New Products 
Research Division, headed by Gene Olson, 
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wasted no time in adapting, and by the 
early- to mid-1960s, Deluxe and its cus- 
tomers realized that MICR could be used 
for processing many different types of 
documents. 

New Products opened an operation 
in Roseville, Minnesota as a result of a 
request to process in excess of “20 mil- 
lion process control documents and loan 
coupon books.” In addition, Olson and his 
team found ways to use MICR to process 
savings and withdrawal tickets. By 1967, 
New Products was selling over $1 million 
in services and was increasing its commit- 
ment to research. 

As a result of new postal regulations 
regarding zip coding and presorting bulk 
mail. Rose leveraged Deluxe’s mail order 
expertise to pioneer a deal with the US 
Post Office. The deal allowed Deluxe to 
set up postal services inside the company 
so that “mail sacks bypassed local sorting 
operations, thus eliminating handling by 
the post office.” This helped with postage 
costs and sped up delivery to clients. 

Next, Deluxe created Fashion-Chec 
covers, which catered to fashion conscious 
customers who wanted colors, textures 
and designs on their checkbook covers. 
Pictorial “Scenic Americana” checks soon 
followed. These checks increased the com- 
pany’s income margin, and by 1969 sales 
were over $80 million with income of 
nearly $8 million. 

The country was dealing with infla- 
tion, stagnation and gasoline shortages in 
the 1970s, which also challenged Deluxe. 
Long a “one-product” company. Deluxe 
continued to stick to its knitting, opening 
Southern and Western plants. With three 
plants opened a year by 1979, Deluxe was 
running a total of 56 plants. The company 
began investing in new technology and 
created a number of new initiatives, such 
as Operation Easier, Project Prevalidation 
and the North Star Project, which devel- 
oped the Deluxe Encoder Printer (DEP). 
This was an evolutionary process and 
included Troy Computer Products and 
Data Card Corp. 

By 1976, 64-year-old Rose moved 
toward retirement. Gene Olson became 
Deluxe’s fourth president and, in 1978, its 
CEO. Rose needed to talk Olson into tak- 
ing the job, as he doubted his capability 
of running the company. However, Olson 
proved himself to be a good leader and 
was the first CEO to diversify the com- 
pany. His first innovation was pre-inked 



Plateroom in the Deluxe Chicago plant. 


endorsement stamps, which added $1.4 
million to sales. 

On April 25, 1980, Deluxe became a 
public company, as it was listed on the 
New York Stock Exchange under the 
ticker symbol DLX. The company was a 
recognized leader “for its financial per- 
formance and its service and product 
excellence.” 

As banking was undergoing deregula- 
tion, Deluxe was diversifying. By the late 
1980s, Deluxe moved into four businesses, 
bought eight companies and had three 
organizational units and a new name — 
Deluxe Corporation. As the 1990s began, 
the company looked very different from 
the days when 96% of its business was 
check printing — which was only five years 
prior. On the verge of its 75th anniversary 
in 1990, check printing was down to 69%. 

Harold Haverty, president of Deluxe 
from 1986, continued to diversify the com- 
pany, acquiring electronic fund transfer 
company ACH Systems in 1990. In 1991, 
it bought retail electronic check autho- 
rization company Electronic Transac- 
tion Corp., which owned “Shared Check 
Authorization Network (SCAN), an 
association of retailers nationwide who 
exchanged information on bad checks 
and closed customer accounts.” Deluxe 
acquired mail order supplier PaperDirect 
in 1993 and collections agency National 


Revenue Corporation the following year. 

Times got tough in the mid-1990s, as 
the digestion of its buying spree took a 
toll on Deluxe’s revenues. Eor the first 
time. Deluxe went outside the company 
and hired former AT&T and General 
Instruments executive John A. “Gus” 
Blanchard III, in May 1995. Blanchard 
“moved quickly and decisively to restruc- 
ture and streamline operations; to identify 
noncore, underperforming business that 
should be divested; and to reestablish 
growth through new products, alliances 
and acquisitions.” By the turn of the cen- 
tury, Blanchard had Deluxe in good shape, 
§ as the company helped business clients 
I with Internet technologies and e-com- 
5 merce solutions. 

I In 2004, Deluxe acquired New Eng- 
“ land Business Services, a provider of 
solutions to small businesses. This would 
help with Deluxe’s new vision statement, 
which was to “Grow Deluxe by enabling 
our financial institution and small busi- 
ness customers to be more competitive.” 
Under President and CEO Ronald Eilers, 
the company believed there was “real 
potential for growth in the small business 
market.” Deluxe’s Small Business Services 
unit “launched Deluxe Business Advan- 
tage program, the fast and easy way for 
banks to refer small businesses to Deluxe 
for checks and related products.” 

The drive for small business and finan- 
cial institution support yielded a number 
of service and product initiatives during 
the next decade. As of 2014, the company 
had increased its revenue for five consecu- 
tive years. CEO Lee Schram noted, “We 
acquired Wausau Einancial Systems and 
Gift Box to expand opportunities in higher 
growth marketing solutions and other 
services. We also continued to accelerate 
our brand transformation. In addition to 
our strong print leadership, we continued 
to invest in our employment brand, in 
digital technology, in extending our sales 
channel reach and in our communities. 
We ended the year [2014] with nearly 4.6 
million small business customers of which 
approximately 25% are marketing solu- 
tions and other services customers, and 
we served approximately 5,600 financial 
institutions.” 

The company has come a long way in 
the past century, thanks to a corporate 
culture of entrepreneurship, invention 
and innovation. Over the years, “Deluxe 
found its niche » continued on page 39 
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BOOK REVIEW 


BY MICHAEL A. MARTORELLI 


Wall Street Wars: The Epic Battles with Washington 
That Created the Modern Financial System 



WALL 

STREET 

WAR S 

the epic battles with WASHINGTON THAT 

CREATEDTHE MODERN FINANCIAL SYSTEM 

RICHARD E. FARLEY 



By Richard E. Farley 
Regan Arts, 2015 
320 pages, $27.95 

In Wall Street Wars, Richard E. Farley 
presents a very readable account of the 
crafting and passage of four important 
financial elements of President Franklin 
D. Roosevelt’s New Deal. He does so with 
separate chapters on The Emergency Bank- 
ing Act, Glass- Steagall Banking Act and the 
Securities Act of 1933, as well as the Securi- 
ties Exchange Act of 1934 and its Securities 
and Exchange Commission. Direct quo- 
tations from contemporaneous speeches, 
letters and newspaper accounts, some of 
which take up an entire page, provide the 
kind of color that is lacking in many other 


published accounts on this 
subject. 

Historians give FDR 
much credit for persuad- 
ing the general public that 
the bold actions he took in 
the first week of his admin- 
istration would indeed 
restore the crippled bank- 
ing system he had inher- 
ited. After reading Farley’s 
account of the Emergency 
Banking Act and the text 
of Roosevelt’s fireside chat 
describing his unprec- 
edented steps to meet the 
crisis, this reviewer has a 
new appreciation for that 
suggestion. The adminis- 
tration’s bold plan to coun- 
teract the drain on bank 
deposits by issuing up to 
$2 billion of emergency 
currency was greeted with 
howls of disapproval from 
many quarters. However, 
because FDR had con- 
vinced the public that their 
bank deposits would be 
safe, very little of that sup- 
ply was needed when the 
nation’s banks re-opened a week after the 
president had closed them. 

Like much New Deal legislation, the 
follow-up law that would address the 
banking system’s longer-term flaws was 
not a reflection of any one person’s desires, 
but a complicated compromise containing 
many disparate ideas. Congressmen, such 
as Carter Glass and Henry Steagall, had 
begun investigating the undesirable effects 
of intermingling the activities of com- 
mercial banks and their securities affiliates 
even before the 1929 stock market crash. 
And banking reform had been an impor- 
tant plank in the 1932 Democratic Party 
platform. That year, candidate Roosevelt 
issued a laundry list of seven reforms of 
the securities and banking businesses. 


As Farley makes clear, however, while 
the new president sought to incorporate 
certain principals into laws, he was quite 
willing to defer to congressional lead- 
ers, officials of previous administrations 
and hand-picked advisers when it came 
to crafting their final details. Even with 
little opposition from a chastised bank- 
ing community, that multi-faceted legisla- 
tion had to overcome numerous quarrels 
among House, Senate and administra- 
tion representatives during its 16 -month 
route through Congress. FDR supported 
some of Glass-Steagall’s final provisions 
(including the separation of commercial 
and investment banking), but not others 
(federal deposit insurance). 

The chapters describing new legislation 
regulating Wall Street feature a different 
set of behind-the-scenes legislators and 
advisers. Here too, Farley makes clear that 
FDR was a compromiser and a pragmatist. 
He rejected an early attempt to resurrect 
some ides from another era (1913), but 
leaned on a veteran of that age to fashion 
a more appropriate set of rules. Familiar 
men such as Sam Rayburn, Felix Frank- 
furter and Joseph Kennedy roam through- 
out these pages, as do such lesser-known 
figures as Ferdinand Pecora, Richard 
Whitney and Duncan Fletcher. Indeed, 
several dozen legislators, administration 
officials and outside advisers seem to have 
had more to do with the final versions of 
the Securities Act of 1933 and Securities 
Exchange Act of 1934 than the president. 

A closing epilogue briefly notes some 
subsequent stories of these important laws 
and the men who crafted them. It leaves 
unanswered the interested reader’s potential 
question: “And then what happened?” $ 

Michael A. Martorelli, CFA is a Director 
at Fairmount Partners in West Con- 
shohocken, Pennsylvania, and a frequent 
contributor to Financial History. He 
earned his MA in History from American 
Military University. 
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continued from page 37 

in inventiveness to survive and thrive 
through depressions, recessions, world 
wars and a technological revolution.” 
Deluxe was built into a first rate American 
business and is now in the business of 
building other businesses. $ 

Bart Ward is CEO of the Investment 
Advisory firm of Ward & Company, Ltd. 
Since 1993 he has written the weekly Wall 
Street history and market- oriented col- 
umn, “The Corner.” He has his degree in 
history from UCLA. 

Sources 

Blake, Terry. A History of Deluxe Corporation: 
1915-1990. Deluxe Corporation. 1990. 

“A Brief History of Checking.” Pearson Educa- 
tion, Inc. 2007. 


Cross of Gold 

continued from page 23 

maintaining a gold reserve of $150 million 
in gold coin and bullion. 

On April 5, 1933, during his first term 
as president in the dark days of the Great 
Depression, Franklin D. Roosevelt dealt 
a body blow to the gold standard by 
ordering all gold coins, gold bullion and 
gold certificates turned into the Federal 
Reserve at the price of $20.67 per ounce, 
increased two months later to $35 per 
ounce. With this tactic, Roosevelt sought 
to counter the deflation, which he believed 
was holding back the economy. 

Almost four decades later, on August 15, 
1971, President Richard Nixon, in an effort 
to head off a pending international gold 
run and to combat domestic inflation, 
announced that the United States would 
no longer convert dollars to gold at a fixed 
price. It was the last gasp of American 
allegiance to the gold standard. 

In 1953, a poll of 277 professors of 
American history or government found 
William Jennings Bryan’s “Cross of Gold” 
speech to be among the top 50 “most sig- 
nificant” documents in the history of the 
United States. $ 
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ABOUT FINANCIAL HISTORY? 


“Celebrating a Centuryiioo Years of Innovation.” 
Deluxe Corporation Annual Report. 2014. 
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Functions.” Board of Governors of the Fed- 
eral Reserve System, Ninth Edition. 2005. 

“Getting Through Transition Is Not Easy, but 
Transition Represents a Path to Follow.” 
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International Directory of Company Histories. 
“John H. Harland Company, Vol. 17.” St. 
James Press. 1997. 
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Press. 1998. 
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Ron Hunka, a freelance writer who lives 
in Austin, Texas, has written several 
articles for Financial History about noto- 
rious frauds, mainly in Texas. Elsewhere, 
he has published articles about the his- 
tory of notable castles and monasteries he 
visited in Germany, Austria, Switzerland 
and Liechtenstein. 

Sources 

Berg, A. Scott. Wilson. New York: G.P. Put- 
nam’s Sons. 2013. 

Bryan, Steven. The Gold Standard at the 
Turn of the Twentieth Century. New York: 
Columbia University Press. 2010. 

Encyclopedia of American History. The Devel- 
opment of the Industrial United States, 1870 
to 1899, Revised Edition, vol. VI. “Coinage 
Act, 1873.” 
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Knopf, Inc., 2006. 
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Uncertain Trumpet. Rowman & Littlefield 
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TRIVI^,,, 


By Bob Shabazian 


1 . Who was Ida May Fuller? 

2 . What is the Fed Funds Rate? 

3 . Forbes magazine recently ranked the 
NFL Dallas Cowboys as the world's 
most valuable sports franchise. What 
is its estimated value? 

4 . When did coal production begin in 
the United States? 

5. How is a company's market 
capitalization determined? 

6 . What distinguishes a bear market 
from a market correction? 

7 . Volatile markets can result in wild 
swings in the Dow Jones Industrial 
Average. What was the largest single 
day point drop in this average? 

What was the biggest single day 
percentage loss? 

8 . The S&P 500 stock index closed 
above 1 00 on June 4, 1 968. How 
many years went by before it closed 
above 1,000? 

9 . The Federal Reserve System consists 
of 1 2 regional banks. Who heads the 
New York Federal Reserve Bank? 

10. The Treasury recently announced it 
will replace the portrait on the $10 
bill with a woman in 2020. Who is 
currently on the $10 bill? 
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IT'S YOUR BUSINESS 


Join the Museum’s 

Corporate Membership Program 

Put your company’s support behind the 
Museum’s work to teach financial empowerment 
using the lessons of financial history 

Corporate memberships can 
include the following benefits: 

• Free admission for employees and their guests 

• Private tour of the Museum for up to 50 people 

• Acknowledgment on the Museum’s website, 
in Financial History magazine, and in all other 
relevant publicity 

• Special invitations to Museum openings and events 

• Opportunity to rent Museum spaces 



For information, please contact 
Director of Development Jeanne Driscoll 
at 212-908-4694 or jdriscoll@moaf.org 


A Unique Museum Shop Experience 



Museum of American Finance Shop 

48 Wall Street, New York City 
212.908.4613 

Open Tuesday-Saturday, 1 0 ann-4 pm 
Shop online anytime at 

www.moaf.org/shop 


The Museum Shop at the Museum of American Finance is the country's only finance- 
themed museum store. Here you will find an exciting assortment of carefully selected 
specialty merchandise with financial, historical and New York themes. 


MUSEUM MEMBERS RECEIVE A 1 0% DISCOUNT ON ALL PURCHASES 






Show me the 

money.org 

Nobody knows more about money than 
the American Numismatic Association. 

For as little as $36, you'll enjoy: 

• The Numismatist The gold standard of hobby 
publications, this monthly full-color magazine is packed 
full of numismatic gems you won't read about any place else. 

• Education. Expand your knowledge through seminars, correspondence courses, our 
lending library, and the ANA's new website ... money.org. 


• Discounts. Members receive 
exclusive discounts on numismatic 
publications, books, supplies, 
collection insurance, and more. 

• Confidence. ANA coin and 
currency dealers agree to 
comply with a strict Code 
of Ethics, so you can feel 
confident that you are trading 
with reputable firms. 



Join today and save $10 on a 
Platinum membership! (Reg. $ 46 ) 

Includes 12 print issues of The Numismatist, 
digital access, plus all member benefits. (Offer valid 
for new members only. Expires 6/30/2016.) 

To join, visit money.org/join and enter code "FH" to 
receive the discount. 

^ Or call 1-800-514-2646 and reference the 
"FH" discount offer. 

^ Or send a check or credit card information 
(reference the "FH" discount) to: 

American Numismatic Association 
818 N. Cascade Ave. 

Colorado Springs, CO 80903-3270 
Email: membership@money.ors 


AMERICAN 

NUMISMATIC 


ASSOCIATION 


NOW 

SHOWING 


48 Wall Street 
New York, NY 10005 

www.MoAF.org 

212-908-4110 

Follow us on Facebook and 
Twitter: @FinanceMuseum 

MUSEUM 

OF AMERICAN 

FINANCE 


AMERICA IN CIRCULATION 

A History of US Currency Featuring 
the Collection of Mark R. Shenkman 


The Museum's new money exhibit features 250 notes spanning from the Colonial era to the 
present day and allows visitors to explore them in an interactive environment. Highlights 
include rare examples of currency bearing the signatures of signers of the US Constitution 
and Declaration of Independence; a complete set of notes from the Educational Series of 
1896, renowned for being the most beautiful paper money in American history; and rare 
examples of high denomination notes including $5,000 and $10,000 bills. 


Open Tues - Sat, 1 0 a.m. - 4 p.m. 




